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The huge team that plans, builds and markets the cars Amer- 
ica drives is making another great contribution to our na- 
tional security. Thousands upon thousands of auto industry 
employees are buying U.S. Savings Bonds, regularly, 
through the Payroll Savings Plan. 

Regular purchase of Shares in America helps these for- 
ward-looking people set up their own reserves for home 


building, for education and for greater security after retire- 





- ar , 
ment. The Payroll Savings Plan provides a sound, auto- | | 
matic way to practice thrift. 

If your company has not yet put in a Payroll Savings 
Plan, start now. It’s easy! Just telephone your State Savings 
Bond Director for the help he is eager to give you. Or write i. 
to Savings Bond Division, U.S. Treasury Department, 
Ry ; y. nat hes , : as 7 
V ashington, D.C. Henry  Pogorze ski, pic ured at work in one of America s great | 
automobile plants, is typical of the thousands of skilled em- e 
ployees in this field who are buying U.S. Savings Bonds regularly. | c 
Mr. Pogorzelski uses his company Payroll Savings Plan to make is 
his contribution to the Peace Power of his country. yy 
ot 
r 
Courtesy of “ 


THE MAGAZINE OF WALL STREET " 
and Business Analyst Sp or 


> 


120 Wall Street New York 5, N. Y. se | « 














WE U.S. GOVERNMENT DOES NOT PAY FOR THIS ADVERTISEMENT. THE TREASURY DEPARTMENT THANKS, FOR THEIR PATRIOTISM, THE ADVERTISING COUNCIL AND THE DONOR ABOVE — 








x 


great 


ularly. 
make 


ow 


R ABOVE 








me 
@ 


THE MAGAZINE OF 
WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 
Vol. 103, No. 11 February 14, 1959 


The Ticker Publishing Company is affiliated by common ownership with 
the Investment Management Service and with no other organization. It 
publishes The Magazine of Wall Street and Business Analyst, issued 
bi-weekly, and The Investment and Business Forecast, issued weekly. 

Neither the Ticker Publishing Company nor any affiliated service or pub- 

lication has anything for sale but information and advice. No securities or 
funds are handled under any circumstances for any elient or subscriber. 








——CONTENTS 
a rlciclemstiennenbign 505 
As I See It! 

By James J. Butler and Charles Benedict .................. 506 
Congress and the Stock Market 

| I a lltaee 508 

The Cold War On The Domestic Economic Front 

I I irate inliinnnel 510 
What 1958 Earnings Reports Reveal 

EY Te WII -coisiseninsciisinennsiiphinsbenieenenioantipiansnnstnsion 513 
Impact Of Ford’s Re-Entry Into Auto Financing 

EET: IID ciiniciuinksicesniindsiiaanidesaeaisiemnnientiabedainateiiatbaeiiianinis 517 
Inside Washington 

gg sere pene en tran ne neve wena eens 520 
ERE are nee ee a eT 521 
Concise And Sharp Analysis Of U. S. Markets Abroad 

fg CARES PRE RN Ee vee eee 523 


Companies Where New Management Policies 
Are Revitalizing Operations 
gg REE I CeO m Eero ee 527 


A Steel And A Rail That Have 
Out-Performed Their Fields — 
U. S. Steel and Chesapeake & Ohio R. R. 





By Jonathan Walcott and Winston K. Frederick ...... 530 
Farm Equipments With Interesting 1959 Outlook 
i a ec hismenananeeneenniininn 533 
Which Tobacco In 1959? 
Se I CINE GU vvitsensenccncsenscenssconsemetacscéacenven 536 
RF ERE IDOE eT ee ee 538 
The Business Analyst and Trend Forecaster ........ siebiidieesabl 540 
Cover photo: Governor Rockefeller’s customary smile is absent as he 
surveys boxes containing copies of his $2 billion budget for New York 
State, which calls for history-making tax increases. 





| Map page 524—Adapted from “World Commerce and Governments” by 
Woytinsky and Woytinsky. 





| 

| Copyright 1959, by the Ticker Publishing Co. Inc., 120 Wall Street, New York 5, N. Y. 
| Cc. G. Wyckoff, President and Treasurer; Arthur G. Gaines, Secretary. The information herein 
is obtained from reliable sources and while not guaranteed we believe to be accurate. Single 
copies on newsstands in U. S. and Canada, 85 cents. Place a standing order with your news- 
dealer and he will secure copies regularly. Entered as second-class matter January 30, 1915, 
at P.O. New York, Act of March 3, 1879. Published every other Saturday. 


SUBSCRIPTION PRICE — $20.00 a yeor in advance in the United States and its possessions. 
Pan-American, Canadian and Foreign Postage, $3.00 additional per year. Please send /nter- 
national Money Order or United States Currency. 

TO CHANGE ADDRESS — Write us your name and old address in full, new address in full 
and get notice to us three weeks before you desire magazine sent to your new address. 


| EUROPEAN REPRESENTATIVES — International News Co., Lid., Breams Bidg., London E. C. 


























4 England. 
Cable Address —Tickerpub 


—eeeEE———EE—E—eEeEeEeEeeeeeee 





FEBRUARY 14, 1959 











IBM 


176TH CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
cash dividend of $.65 per 
share, payable March 10, 
1959, to stockholders of 
record at the close of busi- 
ness on February 10, 1959. 


Cc. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
January 27, 1959 











INTERNATIONAL 
BUSINESS MACHINES 
CORPORATION 








Allied Chemical 
Corporation 


DIVIDEND 


Quarterly dividend No. 152 
of $.75 per share has been 
declared on the Common 
Stock, payable March 10, 
1959, to stockholders of rec- 
ord February 13, 1959. 
RICHARD F. HANSEN 


Secretary 
January 27, 1959 





Continuous Cash Dividends Have Been 


Paid Since Organization in 1920 


Si ite). 
CARBIDE 


A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable March 2, 
1959 to stockholders of record at 
the close of business Feb. 6, 1959. 


BIRNY MASON, JR. 
Executive Vice-President and Secretary 
UNION CARBIDE CORPORATION 

















1,600,000 Bell Telephone Share Owners 


Most are small share owners. Women are the largest group. 


More than 250,000 are Bell telephone employees. 





The Bell System is an outstand- 
ing example of American democracy 
in business. 

Millions of people use telephone 
service. 735,000 people work for 
the Bell companies. More than 
1,600,000 people own A.T.&T. stock. 


The owners of American Tele- 
phone and Telegraph Company stock 
are people in all walks of life. 

Most of them are small share own- 
ers. No one individual owns as much 
as 1/30th of one per cent of the 
stock. Manv thousands own five and 
About half own fifteen 
shares or less. 


ten shares. 


Women are the largest group and 
hold the most stock. Over 250,000 
of the share owners are Bell tele- 
phone employees. 


Some 85 per cent of all the shares 
are owned by individuals. In addi- 
these direct owners of 
A.T.&T. securities, many millions of 
other people have an important, 
beneficial interest through the hold- 
ings of their insurance companies, 
pension funds, investment com- 
panies, unions, savings banks, etc. 


tion to 


The total of direct and indirect 
owners represents the great majority 
of all the families in the country. 

A.T.& T. share owners, and the 
owners of A.T.&T. bonds, are the 
financial foundation of our ability 
to serve. For without the money 
they have put in the business you 





OWNERSHIP IS WIDESPREAD. A.T.&T. share owners live in cities, towns and on farms, 
in 22,000 communities throughout the country. About 450,000 of the shares are in 
two names, generally husband and wife. Many hundreds of hospitals, churches, libraries 
and charitable organizations are among the holders of A.T.&T. stock and bonds. 


would not have the quality and 

quantity of telephone service you en- 

jov today. Nor would there be work 
; ) _— 

and wages for 735,000 employees. 


Obviously, investors will continue 
to supply capital in the amounts 
required for present and future needs 
only if they can expect the Bell 
Svstem to earn a return on the 
money they invest that is reasonable 
in comparison with the earnings rates 
of other companies and industries. 


So telephone progress, and the ad- 
vantage to all that comes from push- 


BELL TELEPHONE SYSTEM 


ing ahead, begins with good earn- 
ings and our faith that Americans 
want good and improving service at 
prices which allow a fair profit. 


That is the way of life which in 
our country has stimulated inven- 
tion, nourished enterprise, created 
jobs, raised living standards and built 
our national strength. 


As long as we live by this principle 
—and earnings are sufficient to en 
able us to carry it out—the future of 
the telephone is almost limitless in 
possibilities for service to you. 
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The Trend of Events 


A! LAST — COURAGE AND ETHICS .. . Regardless of 


how the people feel about new taxation — and New 
Yorkers are people — there is admiration expressed 
on every side for the fact that Governor Nelson A. 
Rockefeller in sponsoring such an unpopular meas- 
ure as a tax boost, did so in the people’s interest — 
and left his political fortunes in the lap of the gods. 

Of course, case-hardened politicians, who believe 
in taking the course of least resistance to get votes, 
are making dire predictions that Governor Rocke- 
feller will be snowed under come next election. But 
I feel certain that, instead, he will emerge as a great 
leader, and that other states will follow his example 
in taking steps to balance expenditures with in- 
creased tax revenues when necessary to insure fiscal 
soundness. 

In times like the present, I hope that the example 
set by Governor Rockefeller will encourage the vot- 
ers to discard politicians who constantly seek to 
curry favor at their expense. This situation has 
reached serious proportions in New York City, 
where the Puerto Rican vote 
has been purchased at the 


It is refreshing to have a man with Governor 
Rockefeller’s courage and ethics as the head of our 
State Government. 


PLAYING POKER... On my transoceanic radio I was 
able to listen to translations of speeches delivered at 
the Communist Congress by both Mikoyan and 
Khrushchev. I heard Mr. Khrushchev blustering as 
though he held five aces in his hand, but we happen 
to know that there are only four in the deck and 
that we hold some of them. 

After it was over, I came to the conclusion that 
things were so bad for the people of the Soviet 
Union that Mr. Khrushchev was obliged to tell them 
“fairy tales’ about the “depression, unemployment 
and starvation that was the lot of those who lived 


in a Capitalistic state.” He chose to omit Mr. 
Mikoyan’s first-hand report about the success 
of the United States in spreading the wealth 


among all its people, so that the great masses not 
only owned their own homes, but also automobiles, 
radios and television, and 
other conveniences which are 





exvense of jamming the relief 
rolls, and overcrowding (with 
whole families occuying a sin- 
gle room), producing unsani- 
tary conditions that are a 
menace to the health of the 
whole city. The absurdities to 
vhich New York has_ been 
subiected by vote-hungry pol- 


gap ve-nu regular feature. 
ticians are ad infinitum. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, 


rarely found except in the 
high-echelon classes of a Com- 
munist state. 

I wonder how many Rus- 
sians accepted these fanciful 
tales as truth, in the light of 
the large number of Soviet 
citizens who have visited our 
country and brought back the 
facts? 


don’t miss this 
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As J See Jt! 


By James J. Butler 
and Charles Benedict 


SPOTLIGHTING THE STUDIED PURPOSE OF DEMOCRATIC LEADERSHIP 
TO UNBALANCE THE BUDGET — EARLY 


HOCKING as it may seem at this crucial stage 
J in our affairs, the politicians are setting their 
1960 personal and party ambitions ahead of the 
interests of the country. 

The technique decided upon to circumvent the 
President’s program was to unbalance the budget 
early, and then work on the psychology that since 
it was already shot to pieces, there was no point in 
trying to save a million here and a million (or bil- 
lion) there. For their purpose, they selected two 
pork barrel bills — the Housing and the Airport 
bills — where money goes into every state and all 
the way down to the pick-and-shovel pay envelope — 
a sure fire vote-getter if you want to be re-elected. 

The Housing and Airport bills were passed with 
both bills together calling upon the taxpayers to 
go into hock for hundreds of millions of dollars 
— and may require the levy of new taxes if we are 
to avoid financial instability. While it is true that the 
expenditures will be spread over a period of years, 
the amount allocated for the first year is enough to 
unbalance the budget. Ike might successfully veto 
the bills; or he might refuse to release the funds. 
The latter method is a “paper advantage”: his own 
party-men would yell to the high heavens. With 
money available for their districts they would be 
politically dead in 1960 if Ike withheld it. 

In enacting the bills Congress deliberately avoided 
the unpopular subject of taxes, and acted without 
any real consideration for the impact of deficit 
spending under the dangerous inflationary trends 
at home, and the certain further weakening of the 
dollar in markets abroad. 

More than that, in passing on the “fat” housing 
bill, they are actually granting a huge subsidy to 
the real estate operators, who have already made 
millions of dollars through availability of govern- 
ment funds, all of which must ultimately come out 
of the taxpayer’s pocket. And this on top of the 
fact that millions in taxpayers’ money have already 
been garnered by shoe-string real estate operators in 
the post-war era. 

By the technique of speedily rushing huge ap- 
propriations through early in the game, an epitaph 
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for a balanced budget is being written on Capitcl 

Hill. 

Democrats under Senator Lyndon Johnson, wit’ 
conspicious help from some Republican sources, re- 
vealed their strategy, which was to put to deati 
the pay-as-you-go motion early in the session, mak- 
ing deficit financing unavoidable — inevitable. 

This was done so that Democratic leadership 
would not be confronted at every turn by caution- 
ing admonitions to abandon legislative goals lest 
the budget be thrown out of balance. It had elected 
to bring about a showdown. It had the votes to win. 

& Within the next 30 days at the present rate, th 

budget for the coming Fiscal Year will be 

balanced to the point of no return. 

This forecast is based on the fact that Congress, 
at its current pace and indicated plan, will have 
cleared legislation costing hundreds of millions of 
dollars more than the President’s schedule of antici- 
pated income and outgo can handle. 


The Interesting Technique 


The determination of Johnson and his followers 
to block a balanced budget out of future debate, is 
evidenced by the extraordinary speed with which 
they moved into the housing and airport construc- 
tion bills. Ordinarily these costly undertakings 
would trickle along in the flow of business; be 
reached late in the session. Meanwhile less expen- 
sive, less adventurous proposals would be scaled 
against the need to keep spending within income, 
and would fall by the wayside. Later, then, the Con- 
gress would consider larger outlays, with balanced 
budget still within grasp. 

This would call for a holding action, which is 
much easier to maintain than is an effort to rally 
forces in rout and regain lost positions. If a budget 
already is out of balance there is little inducement, 
and less political gain, in doing minor repairs 
where even general overhaul wouldn’t help the 
structure. Congress would resemble the man who 
walks in the rain because there’s no sense in run- 
ing. He’s already soaking wet! 
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Under Johnson Leadership 


Johnson’s hand was disclosed when he jammed 
the $2.675 billion housing bill through the Senate 
Banking Committee. (It will be recalled that Speak- 
ery Sam Rayburn had announced his approval even 
before the legislation was introduced in the House.) 
The bill hadn’t been printed when Senator Mike 
Mansfield, democrat whip, notified his party men 
that floor consideration would be immediate, and 
1ivht-and-day sessions would continue until the 
measure was passed. 

Jo one suggested that an emergency existed; it 
w sn’t put forth as a job-creating bill. But the first 
drift provided $2.1 billion for urban renewal, 
w ereas Ike had asked for $1.3 billion (for six 
ye.rs, in each instance). It proposed 35,000 new 
pi \lic housing starts next year, whereas Ike sug- 
g sted none. It contemplated $400 million for col- 
le e housing; Ike asked $200 million. 
> The Senate voted some reductions to averi a 

residential veto, but Ike’s ceiling was rejected, 

vith 12 Republicans joining Democrats to mai 

he vote 60-28. 

jn that basis a 


~ 





economy and living standard of the people is serious- 
ly dislocated. This is what happened in Germany 
and in France in our own lifetime, — and can hap- 
pen here through ill-conceived and selfish legislative 
action. 

The purpose and deliberate passing of the Hous- 
ing Bill by the new Congress is terribly disillusion- 
ing and disappointing. In other days, we could 
understand law-makers having a strictly regional 
viewpoint, because they lacked the financial back- 
ground necessary for their jobs. But today, when 
there are statesmen in both parties, with a deep 
understanding and appreciation of events, it is dif- 
ficult to view their activities with any kind of sym- 
pathy whatever. There are huge sums involved 
compared to the peanuts of other days — funds 
that should be used to the greatest advantage of the 
country as a whole, instead of political purpose. 

In earlier days, the Democratic Party was looked 
upon as the “party of recession”; more recently 
they were called the “big spenders’. Neither is 
true; but great damage has been done, nevertheless, 
because of the lack of courage on the part of the 
constructive me m- 
bers of the party to 








White House veto 
vould be overrid- 
len, 


Imbalance Assured! 


And if the Hous- 
ins Bill were not 
enough to kick over 
the apple-cart of 
balanced budgeting, 
the Airports-Aid 
Bill, was dropped 
onto the conveyor 
held for accelerated 
levislative treat- 
ment: $575 million, 
against the Presi- 
dent’s proposal to 
spend $200 million 
for air safety meas- 
ures. If this would 
not insure imbal- 
ance, the Democrats 
planned to add $1 








The long shadow 


put up the fight 
necessary to shout 
down the vociferous 
and noisy self seek- 
ing elements, in 
favor of the con- 
sidered action that 
they know is neces- 
sary for our coun- 
try’s well-being. 
By passing ‘“‘va- 
rrant bills” (bills 
with no visible 
means of financial 
support), Congress 
has shown a shock- 
ing lack of responsi- 
bility under Demo- 
cratic leadership. 
The people won't 
forget it if they are 





called upon to pay 
the price for this 
Democratic free 


spending. The high 








billion for more 
missiles. And no . 
one suggested one cent of offsetting economies! 


Conclusion 


This is the picture that the new Democratic Con- 
gress has conjured up for the citizens of this coun- 
try, bound to make 1959 one of the most crucial 
years in our history. 

These manoeuvres by Congress may in the end 
result in a devaluation of the dollar, — and serious- 
ly affect its buying power — directly shrink per- 
sonal savings, — social security payments, insurance 
and annuity policies, as well as the pension pay- 
ments to which the workers have been contributing. 

As any intelligent person familiar with the mon- 
etary and economic history of the world down to 
ur times knows, — the extremes of inflation usual- 
y end in such drastic deflation that the whole 
1959 
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respect in which 
Mr. Johnson has 
been held may not survive, and is most likely to put 
a crimp in personal and party ambitions looking to 
the 1960 presidential race. 

In fact, the uninhibited appropriations will surely 
boomerang against the Democratic party when, in- 
evitably, it will hit home to the voter in a higher 
cost of living and the impairment of the savings of 
a lifetime. 

Although the atmosphere is inflationary, the de- 
cline in the stock market on news of unbridled 
spending suggests that sophisticated investors are 
viewing Congressional action with apprehension. 
The outlook is no longer being appraised in terms 
of accellerated business activity, but rather on the 
extent of damage that will be done to our economy 
and business operating on the trend toward a 25¢ 
dollar. END 
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Congress And The Stock Market 


There has been some correction of the market’s excessive advance, but not nearly enough. 
Much will depend on whether spending legislation accelerates the inflationary psychology. 
Thus far there has been nothing in Washington developments to inspire faith in the long 
range integrity of the dollar. Therefore, hold to a prudent, selective investment policy. 


By A. T. MILLER 


S tock prices eased moderately over the last 
fortnight, paced first by rails and utilities; later, 
through most of last week, by industrials. So far, 
it has been a matter of gradual erosion, accompani- 
ed by a sizable shrinkage in trading volume. No 
great amount of liquication has developed or seems 
likely to; but demand is less aggressive, willingness 
to take profit somewhat increased. 

With supply and demand in closer balance since 
the start of the year, the market is fairly thin. It 


MEASURING MARKET SUPPORT points in terms of the daily closing 


THE MARKET IS A TUG-OF-WAR . . . CONSTANTLY SHIFTING SUPPLY & DEMAND 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 


Seeeeee 


DEMAND FOR STOCKS 


As Indicoted by Transactions ot Rising Prices 


270 


SUPPLY OF STOCKS 
| | As Indicoted by Tromsochons 
| at Declining Prices 


might take little increase in pressure for the er - 
sion to give way to fairly sharp dip for a tim:>. 
That could clear the air and bring in buyers, sinve 
there is no present fear of a reversal of the upwa)d 


trend in business activity. So far there has been 9 


nothing comparable to the November 18-25 sag of 
26.92 points by the industrial average in six trai- 
ing sessions, nor to the one-day dips of 6.18 poin:s 
and 8.22 points, respectively, on January 28 ard 
January 7. 

At last week’s close the average’s retreat froin 
the all-time high reached in the third 
week of January footed up to about 15 


of intra-day highs and lows. All ground 
gained since late December has been 
given up. 


Type Of Correction Unpredictable 


is that too many stocks have run too far 
ahead of probable improvement in earn- 
ings and dividends; and that, regard- 
less of sound investment foundations, 
there has been an accumulation of too 
much speculative excess in lower-grade 
stocks. More correcticn appears needed, 
but its pattern is unpredictable. 
Because of exvectation of further 


MEASURING INVESTMENT AND SPECULATIVE DEMAND business recovery, concern about long- 


M.W.S. 100 


SCALE AT RIGHT> 
| 
| 


M.W.S. 100 LOW PRICED STOCKS 


“SCALE AT LEFT 
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term inflation and the capital gains 
0 tax, there is reluctance to sell by the 
great majority of stock holders, and 
there is plenty of cash, in institutional 
and individual hands, awaitine place- 
ment on hoped-for price dips. That ar- 
gues against a wide decline. On the other 
hand, minor dips leave stock prices 
uncommonly high in relation to earn- 
ings and dividends; and that would 
seem to argue against resumption of 
fast, broad advance any time soon. 
Whether as a result of somewhat 
deeper dips, or more frequent sma!l 
dips or more “wait-and-see”’ pauses, we 
look for considerably less market rise 
in the first half of this year than in the 


THE MAGAZINE OF WALL STREET 


Walle. ets 


es 


a 


‘ 


he 


Lie iain 





level, and about 21 points on the basis | 


| 


as 


The only thing wrong with the market 
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bonds and other fixed-income securities — the infla- 
tion threat centers in Federal deficit spending and 
the ruthless cost-boosting wage pclicies of the labor 
union monopolies. Turning first to the latter, ap- 
peals by the President for “moderation” will get 
nowhere. Effective restraint of some kind may have 
to be devised and applied eventually by the Gov- 
ernment, but is not in sight. 

As regards Federal spending, it is already evi- 
dent that Congress will exceed the limit proposed 
by the President. By how much it will do so re- 
mains to be seen. 

In the financial world there is a crisis of con- 
fidence in the dollar; and the continuation of even 
moderate deficits, under a condition of rising busi- 
ness activity and national income, conid further 
undermine confidence. 

But there is nothing like that at present, or in 
prospect over at least the medium term, in the com- 
mercial wor'd. the world of the business purchas- 
ing agent, the housewife and the man in the street 
~—- the world in which the purchasing value of the 
dollar is determined not by “psychology,” or tho 
Federal budget or upward pressure on wages, but 
hy supply of. and demand for, goods and services. 

We have a recovery, but no boom, in demand; 
while supplies of virtually everything range from 
emple to excessive. We do not have the shortages, 
the easy money, the financial liquidity and the sharp 
rate of rise in private debt on which the previous 
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postwar cycles of business expansion were so lar- 
gely founded. We have greatly increased productive 
capacity. So has the rest of the world, with cost 
advantages, due partly to excessive wage inflation 
here, which are cutting into our export trade and 
bringing more import competition into our domes- 
tic market. On top of all this, the Communist world 
is using commodity exports, at cut prices, as a cold- 
war weapon. You have seen it in tin and aluminum; 
and you have begun to hear about it in oil, with 
more to come. There is a question how long stock 
market inflation can ignore absence of inflation in 
the general commodity price trend. 


Outlook For Earnings 


The recovery in corporate earnings has been 
sharp, as is always so in an early phase cf business 
revival; but it has been largely allowed for in stock 
prices, and future gains, if any, will narrow as costs 
rise at higher business levels. A gain of 29% in 
1959 total pretax profits is officially forecast. That 
would compare with 31% in the recovery year 1955, 
with net after taxes up about the same — but peak 
earnings were reached in the 1955 fourth quarter. 
Despite subsequent increased business activity, they 
were not equalled in any quarter of 1955 or 1957. 
A fair number of individual stocks are already down 
importantly; but many more still look richly priced. 
You should hold ample reserves, pending better op- 
portunities for selective buying. — Monday, Feb. 9. 
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The COLD WAR on the 
DOMESTIC ECONOMIC FRONT 


—Urgent Need for Realistic Labor Legislation in costly Cold 
War on our Economy and the Working Man by Union Leaders 


Editor. 


By James J. Butler 


HE battering ram of strikes is punching gaping 

holes in the national economy in a cold war 
which cries out for the attention of Congress but is 
being temporarily put aside by concentration on how 
to insure national security within the capacity and 
willingness of the people to pay. 

It should be clear that any labor-management 
legislation adopted in the reactivated Capitol Hill 
“crusade” must fall short of the objective unless 
there first is action to cure an elemental weakness: 
No one has fully marked out the problem to be over- 
come; specifically, no one (in government or in- 
dustry) has focused the enormous and avoidable 
economic loss due to strikes. 

Since Congress has not used its mechanisms of 
discovery as fully as it should, and private business 
doesn’t possess the machinery for a full canvass, 
only public demand upon Washington has the power 
to stir action. Meanwhile, Congress is launching 
another “labor law’ sortie without the weaponry of 
fundamental facts: What is the cost, and who bears 
it? Union dominated legislators who equate the right 
to strike with the right to destroy, would find upon 
objective inquiry that the cost and the inconvenience 
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borne by labor and the public outweigh the damage 
inflicted on the intended target in many situations. 
What is suggested here is more a bill for labor than 
a “labor-management bill.” With the blindfolds off 
that fact stands out. 

The opportunity, the duty, of Congress to explore 
is presented in two actions which have been initiat- 
ed, one in each House. The most publicized of recent 
strikes, and the ones creating the greatest mischief- 
laden waste and defiance of the rights of the public, 
have been against airlines, and newspapers. 


Protecting Labor From Its Leaders 


Senator George Smathers of Florida, has a pro- | 


gram afoot to put a halt to airline stoppages; Rep. 
Frank Chelf of Kentucky, is moving along similar 
lines to block invasion of the constitutional guaranty 
of free press which he finds basic in strikes which 
shut down newspapers. 

Smathers and Chelf are friends of organized labor. 
It is in that role that they are moving. Theirs is ai 
effort to save workingmen — union men — from the 
economic prestration being visited upon them. 
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An example: Several months ago, 13 web press- 
men on Washington, D. C. newspapers walked out 
in a labor contract disagreement and made more 
than 1,000 employees of publishing companies job- 
less. The number of persons adversely affected was 
mu!tiplied in the distributing trades, the truckers, 
the newsboys, and the newsstand operators. The 
Nation’s Capital, with more than 1 million persons 
within the circulation area of the papers, was left 
without printed news. Department and other stores 
fel’ the impact in sharply curtailed patronage of 
sales events. Because of 13 strikers! 

‘fany more illustrations are at hand to point up 
sor ie of the fruitful fields of investigation in which 
Co gress can bestir itself. Take the rash of airline 
str'kes which have just been settled one at a time. 

fere are the revenue losses to companies result- 
in. from December strikes of mechanics and pilots: 
Ex stern, $28 million; American, $18 million; TWA, 
$1. million; Capital, $11 million. Total, $70 million. 
The question whether other lines may assist the 
st: ick carriers (out of added revenue which came 
th ir way) has been answered affirmatively. 

ut there is no appeals board and no recapture 

po sible for working pilots who were mulcted of 
$50 assessments each month that other pilots were 
grounded by their own decision. The assessment is 
pa sable at the rate of $125 a week. 

Chis reduced the income of the non-striking pilot, 
ani it left the striker with a fraction of his normal 
take-home pay. The striker will not repay his bene- 
factor, whose only compensation is the hope that if 
he strikes later he will be similarly supported. On 
short rations, to be sure, as pilot salaries go, but 
supported. 

>A lesson could have been learned (evidently was 
not) from the strike against Phelps-Dodge at Bis- 
bee, Douglas, and Morenci, Ariz. About 4,765 em- 
ployees were idled for 30 working days, losing a 
total, for the 30-day strike period of $2,503,050. 

Settlement of the strike brought an average in- 
crease in wages of 15 cents an hour; but since the 
employees were offered an average increase of 121% 
cents an hour before the strike, the actual gain was 
21, cents an hour. 

Dividing the total lost wages ($2,503,050) 
by the daily increase for all 4,765 employees 
($935), it appears that the employees must 
work 2,626 days to make up their lost wages 
out of their actual gain. If we figure a five-day 
week that means 10 YEARS of work just to 
break even. 


Provisions Inadequate 


Under the provisions of the Taft-Hartley Act, 
whenever the national health, safety or welfare is 
imperiled by threat of strike, the government has 
the power to take effective action to cope with the 
situation. But railroad and airline industries are 
exempt from the provisions of the T-H Act. They 
come within the jurisdiction of the Railway Labor 
Act, which has no comparable authority to move 
against stoppages. Under existing law there are no 
provisions which can assure transport operations 
during periods of negotiation between management 
and labor. Yet the airline industry is a quasi-public 
utility and its employees are performing a service 
essential to the public welfare. The industry is gov- 
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ernment-licensed, government-supervised, govern- 
ment-protected and, in some instances, government- 
subsidized. All of this being true, the Congress has 
a greater responsibility than it has with respect to 
ordinary business and industry. 

Senator Smathers proposes that the utility colora- 
tion be taken into consideration and that both strikes 
and lockouts be declared illegal during contract 
negotiations. The Floridian finds this no substantial 
extension of existing attitude: “The government has 
even limited competition in this field and when it 
becomes non-operational a substitute for its ac- 
tivities is not at hand.” 

Under the Smathers program, the agreement ul- 
timately reached between management and labor 
could carry retroactive provisions. This is suggested 
as a means of fulfilling a governmental responsibil- 
ity to the public while doing equity to both manage- 
ment and labor involved. Unless existing law is re- 
vised, Senator Smathers sees the public continuing 
the role of innocent, but victimized, bystander. 


Getting Down to Brass Tacks 


The share-the-grief program of airlines as ap- 
proved by the Civil Aeronautics Board permits com- 
panies which have been struck to be compensated 
by operating lines in the amount of computable ad- 
ditional revenue diverted to them by the strike. It 
will apply only in situations where the stoppage was 
in defiance of recommendations of a Presidential 
Board, of the Railway Labor Act, or when the union 
has not exhausted available remedies under the 
RLA. It is immediately apparent that this arrange- 
ment, as approved by CAB, cannot go to the root 
of the trouble. It is palliative, it is directed 
to a labor abuse but it is not preventative, coming 
into existence after-the-fact — after a strike 


not cure: 


is in 
force, 


Pot Calls the Kettle Black 


In the voluminous record of testimony, briefs 
and exhibits filed with CAB, there appears to be no 
emphasis on the fact that labor unions, as normal 
practice, assist one another with loans and gifts 
designed to prolong strikes by relieving the economic 
pressure on one side — the striking union’s. The 
distinction between this form of aid and the airline 
agreements was not apparent. One of the objections 
to the company plan gleaned from the stack of 
briefs was a possible violation of the antitrust laws. 
Why unions have seen fit to make this point raises 
interesting questions. It comes at a time when the 
business community is pleading with Congress to 
look to the equities of labor-management affairs and 
place labor under the Sherman and Clayton Acts. 
It could be that the laborites have reviewed the 
past record of Capital Hill and see nothing to fear 
from Congress! 

If CAB ruled against management and its 
mutual assistance pact, a telling point would 
have been scored for making the same principle 
statutorily applicable to the unions, and in the 
most practicable way — by inclusion under the 
antitrust laws, 


A Fair Proposal 


Rep. Chelf’s thinking on the subject of newspaper 
strikes meshes with the expressions by Senator 
Smathers. Neither proposes a no-strike bill. Each 
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envisions a cooling-off proposition except that no 
time limit is specified within which negotiations 
must culminate in an agreement, or failing that a 
strike may be called. The circumstances of each 
case would control. If either side fails to pursue 
bargaining in good faith, all bets would be off: a 
strike would be legal if management commits the 
departure; if the union becomes recalcitrant or 
evasive and uses its own dereliction as an excuse 
for strike, it might find itself heavily penalized in 
money damages, with each day of non-compliance a 
new offense, adding to the penalties. 

How this legal machinery can be made to 
operate effectively is a lesson John L. Lewis 
and his Mine Workers learned when they had a 
multimillion dollar fine slapped on them by 
Judge T. Alan Goldsborough of the District of 
Columbia District Court. 


INDUSTRY AND COMPANIES UNION 
AIRCRAFT 
RD IIE, CURD cccccecsnsccenesssessesntscsesnnensennd Machinists 
SEINE TIIIILDD  ccocinscevescemmnenssnncnesansnennensetenectnind Machinists 
IIIT -x:ccnssncsinbduadlotssbinnaenetnnaibesaanaaeiinietsn United Auto Workers 
ALUMINUM 
SE ee eNO eR Aluminum 





Alcoa, Kaiser, Reynolds United Steel Workers 


APPAREL 


I ORI SII. sins sintnineunepenenainigeusinnls L.L.G.W.U. 
COMMUNICATIONS 

IIIS, NEE TOL, | a. ccnensesccnesscocsncatonneisss Communications Workers 

Bell Tel. of Mich., N.J., Ohio, 
Pac. T.&T., and 4 other tel. cos. ............. Communications Workers 
NN, acacia taclaancinbistaissijabdeebdchienidnsinniinbbsconaciaed Communications Workers 
Gea, Ta, & Tek Remies GRGe ccccccsccsscsecscctesessee .Communications Workers 
CONTAINER 

Amer. Can, Continental Cann ...........c0c0ccee United Steel Workers 
FOOD PRODUCTS 

CaM erie PRGA ccccccseccee sescsscsseccersscccsoseccsceses Teamsters 

California Processors and Growers ............... Teamsters 

SP CERN THIN ccvccccscsescosscivcsstecccsneescesncesed Packinghouse; Meat 

Cutters 

MINING 

Anaconda and Kennecott ............c..ccccccceceeeee Mine, Mill Workers 
PAPER 

International Paper ..........c.esseseerseeseeerereeenes Three Unions 

Pac. Coast Assn. of Pulp & Paper Mfrs. ..... Papermakers and Pulp 

Workers 

PETROLEUM 

Major Oil Companies ............:ccccseseneenereeneeee Oil Workers 
RUBBER 


Firestone, Goodrich, Goodyear, U.S. Rubber Rubber Workers 
RAIL EQUIPMENT 


General Amer. Transport., Pullman ............ United Steel Workers 
RAILROADS 
NIN GE SIRI 6c cucsaciecsisansthicnieonedavcnsiiiasil All Railroad Unions 
aay CEB cccccsccncscesccscescccscsccosscnsncoscocosed Clerks 
SHIPBUILDING 
Pacific Coast Shipbuilders ............sssseseeereses Metal Trades 
REINO “CIID snes cosstncnscnconsssesecccoenessennniatece Marine 
SHIPPING 
Pacific Maritime Asi. .......ccsccsscceereeseenrseeeees West Coast Longshore. 
OB. VW. Giilpppieng Deets ccrecccccccscccccsssesccnscccsccceses East Coast Longshore. 
STEEL 
Bethlehem, Republic, U.S. Steel ..............000 United Steel Workers 
TEXTILES 
BNE TIE nccececeneccesscnstsnsarsncvesencensenscsnenensenoseenennen United Textile Workers 





American Viscose .... United Textile Workers 
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Major Labor Contracts Expiring in 1959 tenets against each other: One, 





The Smathers and Chelf proposals touch identi- 
fied lines of business, each of which is in a public 
interest classification not common to labor disputes. 
But the precedent would be of monumental import- 
ance. With refinements to cover all cases such laws 
might very well represent the most important labor- 
management legislation of the current session if 
not, in fact, the only venture into the area of labor 
laws. 

Before going into the circumstance of James 
Hoffa’s contumacious proposal to organize police an] | 
firemen in unions with Hoffa-like view toward moi- § 
ality (a type of labor weapon certain to be covered by 
the Smathers-Chelf recommendations), it might be 
well to consider the Kentucky congressman’s motiva- 
tion. Chelf spoke up after the New York City news- 
paper strike had idled thousands and mounted losses 
of many millions of dollars, most of it wrung froii 
people who weren’t even consuli- 






















































his proposition plays two lege! 
: the Constitutional guarantee of 1 
— —_— free press; the other, the court- 
Date _ ployees upheld right to strike. But Chel’ 
asks: 
May * 37,800 “If a strike against a news 
July* 15,000 paper isn’t suppressing th« 
Sep. 13,500 press or the news and with i 


the freedom of thought, I won 
der what is?” 
Warming to his subject the 


July 10,600 
July 33,000 


May 50,000 Kentuckian submitted: “In my 

judgment it is just as serious to 

Jan. 20,000 shut down a newspaper by strike 

as it is by order or an edict o* 

an yn the roughest dictator. Both meth- 

June _—- 25,000 ods have the same end result: the 

newspaper is deprived of expres- 

Sept. 37,000 sing itself in its editorial col- 

umns because there are none al- 

— pon lowed to be printed — if printed, 

an. 100,000 not allowed to be circulated or 
delivered.” 

New York City’s $50 million 

June —- 18,300 newspaper blackout ended Dec. 

28, 1958, after 19 days. Involved 

May = 11,000 was a labor contract with the 


June* 19,000 ; gon : . . 
— deliverers’ union but in spite of 


openly expressed condemnation 


June 100,000 by other unions, members of 
those crafts refused to cross 

April 94,000 picket lines. Circulation of the 
struck papers totals 5.5 million 

Avg. 11,500 daily and 8.5 million on Sundays. 
Some of the more direct costs 

_ a have been compiled. They make 
interesting reading: 

June _—-15,000 The papers lost $25 million 

July —- 12,000 in anticipated revenues, based 


on normal business plus the 


June =——_- 15,000 Christmas advertising empha- 


— sis. Merchants associations 
June 300,000 counted their economic hurts 

and translated the result into 
May 9,000 another $25 million, irrevocab- 
June —_—‘11,000 ly lost. Employees furloughed 













* Contract does not expire this year but can be re-opened for wage demands. 








by the publishing companies 
(Please turn to page 550) 
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Part One 


WHAT 1958 
EARNINGS 
REPORTS 
REVEAL 


—and Keys to First Quarter Trends 


By Harold B. Samuels 


ORPORATE annual reports now being released 
in profusion are a remarkable testimonal to the 
resiliency of the American economy, the vitality of our 
huge corporations and the resourcefulness of manage- 
ment. In the first nine months of 1958, profits had 
slid almost thirty percent behind 1957 results, yet by 
the fourth quarter they had recovered to a point which 
should prove equal to the pre-recession annual rate 
of $22 billion. 


In other words, corporate profits outpaced the busi- 
ness recovery—and most of it was done the hard way. 
For it was only in the latter months of the year that 
sales began to show an appreciable rise. Before that 
the groundwork had been laid in well designed cost- 
cutting programs and the wholesale trimming of pros- 
perity-bred “fat” within most organizations. 


The rise in fourth quarter profits is the measure of 
corporate success in achieving these ends, but the 
results can also be seen in the rapidly rising curve 
of industrial productivity, which in the past six 
months exceeded the gains scored in the recoveries 
of 1949-50 and 1954-55. It is significant in this con- 
nection, that many key industries have returned to 
their former profit levels with smaller labor forces 
than before, indicating that the billions spent on cost 
cutting machinery, plus the measures adopted during 
the recession, are now paying off. 


However, the vital question for investors is whether 
the impressive up swing in profits can continue, or 
whether we will witness again the pattern of 1955, 
when profits first recovered sharply then remained 
relatively fixed until they began to slide again at the 
end of 1957. To arrive at an answer we must first in- 
vestigate the primary causes of the upswing. 





Why Profits Surged 


In the initial jump of a recovery profits always 
rebound rapidly. For one thing, companies meet 
the initial demand for goods by shipping merchan- 
dise that has been sitting on shelves during the re- 
cession, and for which most production costs have 
already been absorbed. Then, as the recovery pro- 
gresses workers on the job are moved first to a full- 
time status, and then an overtime basis before 
laid off workers are called back. Thus, initially, rev- 
enues pick up while costs remain low. 

In this recovery, however, industry had another 
important factor contributing to fast rising profits. 
Paradoxical as it may seem, this was excess capa- 
city. For capacity is the measure of the total pro 
ductive ability of an industry, but the plants and 
facilities within the industry range from the old 
and near-obsolete to those that are brand new. 
Needless to say, as the recovery progressed demand 
was met with output from the new, efficient plants 
while the older units lay idle. The result was a 
sweeping recovery in profit margins. 

Another significant factor in the bounceback was 
the surprisingly liquid condition of most corpora- 
tions accruing from their large depreciation sched- 
ules. As a result, not only were dividends relatively 
well maintained, but the companies also had ample 
funds at their disposal to finance the initial busi- 
ness recovery, Without relying too heavily on costly 
borrowings. An indication of how significant this 
factor actually was, can be seen from the fact that 
although per share earnings on the Dow-Jones In- 
dustrials probably fell about 23 per cent for the 
full year in 1958, cash earnings per share slipped 
by only half that much. 

The huge capacity also contributed to profits re- 
covery in another way. Large supplies of raw ma- 
terials throughout the world kept prices from rising 
rapidly as the upswing set in. At the same time 
prices for manufactured goods remained firm. The 
obvious result was higher profits. This can be seen 
best in the steel industry where profits recovered 
sensationally for many companies in the last quar- 
ter despite the fact that last summer’s price in- 
crease was the smallest in years. In effect the com- 
bination of lower labor costs, and lower raw ma- 
terials costs more than compensated for the small- 
er price increases. 

All of these factors are observable to some ex- 
tent in most corporate annual reports. Thus, Union 
Carbide which at mid-year appeared to be in divi- 
dend trouble, closed the year with a rush. Sales for 
the year remained behind the 1957 figures, but 
earnings in the final quarter were 16% better than 
the third quarter and a full 34% ahead of last 
year’s fourth quarter. Renewed demand from the 
resurgent steel industry sparked Carbide’s re- 
covery, but the company took full advantage of the 
upswing by concentrating on production from its 
newest plants, while instituting rigid economies at 
all levels of operation. Operating profit (which 
stockholders seldom see) improved in each quarter 
of the year as a result of these moves, and by year- 
end reported profits were also showing improve- 
ment. 

Earnings per share, reflecting the sharply de- 
pressed first and second quarters trailed 1957, $4.15 
to $4.45, but cash earnings, resulting from Car- 
bide’s rapidly rising depreciation schedules rose to 
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$7.30 per share from $7.05 a year earlier. 
Carbide’s fortunes will remain tied to the steel 
industry more than any other single segment of 
the economy, but it has proved its ability to main- 
tain good profit margins in good times and bad. 


Can Industry Retain the Pace? 


But the question for Carbide, as for most of 
American industry, is whether the rapid recovery 
can be maintained. Eventually, older and less efli- 
cient plants will have to be brought into production. 
Labor costs are already mounting despite the slo-y 
return to full employment—and for some the sharp 
drop in backlogs experienced in 1958 may hurt pro’- 
its in 1959 and 1960. 

International Business Machines, the undisputed 
leader of the office equipment field provides an e>- 
ample of this type of potential trouble ahead. R«- 
sults in 1958 were exceptional. Sales climbed $171 
million to $1,171,000,000 while earnings per share 
soared to $10.65 from $7.54 a year earlier. How- 
ever IBM earned $1.30 per share from the direct 
sale of equipment to customers under a 1956 Fed- 
eral court consent decree. Since this arrangement 
with former rental customers ended in July 195% 
these earnings will not be available next year. 

Moreover, Thomas J. Watson, President of IBM 
went out of his way to inform stockholders of 4 
sharp drop in the rate of incoming orders. As a 
result of the large backlog on the books, this orde* 
trend will not be reflected in earnings for some 
time, but unless there is a sudden resurgence, late 
1959 and early 1960 earnings could be adversely 
affected. 


Company Reports 


In the accompanying table we have taken pains 
to include representatives of a wide group of indus- 
tries. This serves a two-fold purpose. First it dem- 
onstrates clearly the universality of the profits re 
covery in the last quarter—and secondly it give: 
us a chance to appraise the future profit potential! 
for a broad segment of American industry. Need- 
less to say, despite generalizations, special factors 
will affect the reported profits of each company. 

Thus, American Motors, despite its remarkable 
Cinderella story will find it almost impossible to 
match its 1958 rise in earnings in 1959. The reason 
is contained in one small word—taxes. In the year 
that ended September 30, 1958, American Motors 
earned $4.65 per share compared with a deficit of 
$2.12 the year before. These excellent results were 
achieved on the strength of the scale of about 
150,000 cars. But in 1958 American Motors had no 
tax liabilities. 

In fiscal 1959, however, first quarter earnings 
of $3.65 were sufficient to wipe out all of the com- 
pany’s remaining tax credits, so that for the balance 
of the year the collector will take the same 52% 
of earnings he takes from everyone else. Thus, even 
though car sales are expected to rise to almost 
300,000 this year—and earnings are bound to ad- 
vance—the rise will not be nearly as sensational 
as last year. 

Moreover, American’s future is complicated by 
the threat of Big company invasion of the small 
car field. Undoubtedly the popular Rambler is well 
enough entrenched to withstand much of such an 
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onslaught, but some sales are bound to be lost to 
the larger and more formidable companies. 

On the other hand, Allied Chemical appears to 
have no special problems in the way of a solid earn- 
ings recovery in 1959. Results in 1958 were disap- 
pointing, but here too, detailed analysis shows a 
far better picture than outward appearances. Net 
me dropped to $3.41 per share from $4.37 in 


inc 

1957, but fourth quarter earnings rose 34% above 
th. third quarter, and at $1.09, were 3% ahead 
of last years final period. 

Moreover, profits earned on sales improved con- 
siderably as the year progressed as can be shown 
from a comparison of first and last half figures. 
In the first six months Allied earned $1.55 on $315 
million sales, but jumped this figure to $1.86 on 
$320 million in the final six months. In the year 
ahead, the company should enjoy better activity in 


its coke oven construction division, which was 
se. erely depressed in 1958, and should also have the 
advantage of a firmer price structure for basic 
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chemicals. As a matter of fact, most industry 
sources forsee moderate price increases in the near 
future. 

With profit margins recovering, Allied should be 
able to return to 1957 earnings by the end of the 
year. 

Firestone Tire & Rubber is another company that ap- 
pears headed for a full recovery year in 1959. 
Fourth quarter earnings surged to $2.08 per share 
compared with $1.64 in the third quarter, but net 
for the year was still only $6.24 against $7.32 for 
1957. However, replacement tire sales spurted 
sharply for the entire industry last year and a 
similar experience is expected in 1959. Therefore, 
virtually any improvement in new car sales should 
raise original equipment tire sales to respectable 
levels. 

Moreover, Firestone has reaped such exceptional 
results from the stable price of synthetic rubber, 
that two new plants are now under construction 
for the production of two new types of synthetics 


























r 
Comparative Sales, Earnings & Net Profit Margins of Leading Companies 
Net Profit 
————Net Sales———— Margin —Net Per Share- ——— Net Per Quarter 1958 ——— 
1957 1958 1957 1958 1957 1958 Ist 2nd 3rd 4th 
% one 
BE TOI. saictniccsniectsconmvsisiennbonssininimvetainniinen $ 189.9 $ 175.3 8.6% 7.6% $4.35 $3.47 $ .88 $ .83 $ .83 $ .93 
I iis nicinicrieaicicinenibaiiainaiiouied 683.0 635.5 7.5 5.3 4.37 3.41 .69 86 77 1.09 
American Brake Shoe .............:..sccescseee 186.8 138.0 4.8 3.4 5.67 2.97 64 92 27 1.13 
American Motors 470.3 43.2 5.6 42.12 4.65 .88 43 1.30 2.04 
Armco Steel ............ 867.5 6.3 6.5 4.71 3.87 .63 79 87 1.42 
ca tile 1,935.7 1,850.4 J 2 72 1.19 - 45! _ 74) 
EE TID siciiscrecdiinesciniinatndninniininiasil 538.1 6.3 6.2 3.82 3.61 .26 52 1.24 1.59 
Bendix Aviation 623.7 3.8 3.3 5.44 4.18 .97 76 92 1.53 
3ethlehem Steel 2,005.9 7.3 6.8 4.13 2.91 52 61 55 1.23 
a aliclanaeial 167.0 3.7 4.1 3.99 3.80 92 98 81 1.09 
Carrier Corp. ........0.0000+0 252.2 2.8 2.9 3.17 3.27 10 1.32 1.21 64 
Caterpillar Tractor .......... - I 585.1 6.1 5.4 4.35 3.48 36 1.20 1.54 39 
Container Corp. of Amer. .............cc0000+. 256.1 259.2 5.6 5.6 1.36 1.35 31 34 35 35 
NE IIE crc cccnscsnianenntesndnscmienmnees 460.6 468.8 7.4 7.0 2.39 2.32 44 54 65 69 
ES RE CR eee 1,091.3 1,209.9 2.8 1.3 8.28 4.41 2.87 1.09 1.02 457 
I III ss cnisaictaseliccesiinliognbaenacneta 274.4 225.2 7.5 4.3 4.60 2.14 70 41 53 52 
Firestone Tire & Rubber ....................00 1,158.8 1,061.5 5.3 5.0 7.32 6.24 1.37 1.13 1.64 2.08 
| Eee 245.2 236.5 74 7.4 2.14 2.04 38 51 59 89 
I sii i cane cataneuiudaansaveiatanababiedbeal 78.2 91.5 18.5 — 18.8 1.38° 1.642 177 45- 57° 442 
i I slain ecaasicenlignecicinnitlaninaendbniibahi 772.3 661.2 7.6 7.2 10.34 8.32 1.39 2.12 2.11 2.73 
international Business Machines ............ 1,000.4 1,171.7 8.9 10.8 7.54 10.65 1.97 2.30 3.45 2.93 
Johns-Mansville 308.2 304.1 5.7 72 2.48 3.06 27 -85 98 .% 
Jones & Laughlin 837.5 654.0 5.4 3.5 5.65 2.79 17 47 81 1.34 
eee 467.9 395.3 16.9 15.0 7.17 5.37 1.08 1.04 1.37 1.88 
IIIT TEI," icttisdisntsisnininiiauabeniniinsniasivnmininnialeoneiiee 327.0 260.6 2.9 2.5 3.86 2.62 36 44 61 1.21 
Libbey Owens Ford Glass .. 237.2 216.9 11.8 9.8 5.36 4.10 73 41 99 1.98 
Monsanto Chemical .............. 708.0% 714.4% 6.9 6.0 2.20% 1.93% 34% 43 515 663 
i ai ila 424.5 413.3 5.1 5.3 3.18 3.18 71 74 70 1.03 
National Distillers & Chemical .............. 538.5 524.3 4.2 3.8 2.05 1.76 49 39 - 88! 
Owens Corning Fiberglass .......... 163.3 176.7 5.5 6.2 1.36 1.67 .29 .33 45 .60 
a 372.6 351.0 1 8 91 61 4.28 4.13 42 60 
Philip Morris 408.8 440.8 3.8 3.8 4.50 4.90 82 1.31 1.33 1.44 
EEE OND 1,131.7 N.A. 8.5 = 2.80 2.45 .60 46 62 77 
I IE, I oscars aneinntnenennnnnnnes 275.1 1.8 2.5 1.70 3.08 58 71 82 .98 
Republic Steel 910.3 6.9 6.8 5.45 3.96 55 98 97 1.46 
Rohm & Haas ..... 176.6 8.9 8.2 14.04 13.05 2.60 3.11 3.09 4.25 
St. Regis Paper . 376.7 5.7 5.5 2.52 2.42 Al 51 59 90 
Smith Kline & French ........................... 115.4 124.0 17.8 16.9 4.27 4.33 1.04 1.11 1.17 1.01 
SIE FR WI OD TEI, cncetncnsnececccencecenssions ; 417.7 386.3 2.1 2.8 2.10 2.60 35 32 .60 1.33 
INE MINI sss cencsicsptniststcnannisasenesseneants 183.7 189.3 42 4.3 6.71 6.89 1.53 1.59 1.84 1.93 
Union Bag-Camp Paper Corp. . 160.7 156.9 11.2 9.9 2.47 2.13 47 46 55 65 
Union Carbide Corp. ................ 1,395.0 1,296.5 4 .- &1 445 ~— 415 76 90 1.15 1.34 
West Virginia Pulp & Pape 199.9 208.1 6.3 46 2.38 1.78 35 52 39 52 
Westinghouse Electric .............. 2,009.0 1,895.7 3.6 3.9 4.18 4.25 73 97 1.08 1.47 
Youngstown Sheet & Tube ...................... 688.2 506.9 6.1 42 12.35 6.23 1.04 1.23 1.06 2.91 
| d_Deficit 1—6 months. 3—Includes Dom. & For. subs. and proportionate 
| N.A.—Not available. 2—After 3 for 1 stock split. share of 50% owned associated companies 
inne ———_ 
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that should reduce costs even further. 
Trouble For Steel? 


In the steel industry the outlook is not so clear, 
despite the exceptionally fine recovery scored by 
most companies in the group. There can be no doubt 
that steel companies demonstrated dramatically the 
advantages of modernization last year. Almost with- 
out exception the major companies performed prof- 
itably even when operations dropped below 50% 
of capacity in the first half of the year. Further- 
more, profits recovered sensationally fast for many 
of them as operating rates expanded. 

Thus Bethlehem, after a painfully slow start in 
which the company failed to cover its dividend re- 
quirements in each of the first three quarters, surged 
at year end to show final earnings of $2.91 per 
share. Though down sharply from last year’s $4.13, 
the $2.60 dividend was covered, and fourth quarter 
earnings bounded to $1.23 per share from the se- 
verely depressed 55¢ of 1957’s fourth quarter. 

Similarly, Republic Steel cashed in on its $600 mil- 
lion improvement program by mantaining profit- 
able operations all through the year. The resurgent 
$1.46 earned in the last quarter carried full year 
net up to $3.96 per share. Although well below the 
$5.45 earned a year earlier it is significant that 
Republic maintained stable profit margins despite 
a 26% drop in sales. 

Both companies have entered 1959 at a high rate 
of operations, but overhanging the entire industry 
is the threat of a strike this spring. Thus, until the 
labor difficulties are settled we cannot know for sure 
whether current demand reflects actual need for 
steel, or hedge buying by large users against the 
strike possibility. 

Some indication that not all is as rosy as appears 
on the surface can be seen by cutting through the 
statements of Bethlehem officials. Though orders 
currently are at excellent levels, a good deal is com- 
ing from the auto industry — and this is probably 
hedge buying. Otherwise, the company “expects” 
a rise in construction industry orders, but they 
haven’t materialized yet — and admits that ship- 
building is slow, especially the commercial variety. 

Despite its excellent showing to date, therefore, 
investors would be wise to tread easy with the steels 
until the industry’s future is clarified. 


Major Companies Score Well 


Almost without exception the major companies 
in each industry scored the most impressive re- 
coveries. As a matter of fact. Libbey-Owens-Ford 
surged so rapidly as General Motors production 
picked up (LOF is GM’s major glass supplier) that 
directors were encouraged to split the stock early 
in the new year. Until the final period, earnings 
were pathetically below last year, but the $1.98 per 
share earned late in the year carried full year net 
to a respectable $4.10 per share. Though still well 
below the $5.36 earned in 1957 the new trend seems 
established and should last well into the first half 
of the year. After that it will depend on new car 
sales. 

In the construction industry, Johns-Manville en- 
joyed an exceptionally fine year. Sales slipped to 
$304 million from $308 million a year ago, but the 
exceptional efficiency of the company’s new plants, 








combined with rigid cost cutting in every division 
led to an earnings increase in each of the last three 
quarters. The final result was profits of $3.06 per 
share, well above the $2.48 scored in 1957. How- 


ever, it should be pointed out (as it was in the | 
Magazine of Wall Street in an article on mergers | 


in the issue of October 25, 1958) that the inclusion 
of sales and earnings for the newly acquired L.O.). 
Glass Fibers Co. would have reduced reported earn- 
ings to $2.83 per share. In time however the new 
subsidiary should add to earnings. 

Another star performer this year was Raytheon, 
which continued its rapid earnings rise of the la:t 
two years. Last year’s $1.70 per share was a se) - 
sational improvement over the year before, but even 
more impressive was the $3.08 Raytheon reported 
for 1958. The company’s heavy missile and ele - 
tronics backlog indicates still further gains in 195". 

Among the metals companies, Kennecott Copper le | 
the way in the fourth quarter with earnings tht 
topped the same period a year earlier. The $1.88 
per share in the final period pulled full year ear - 
ings up to $5.37 per share against $7.17 a year agw. 



















For the near future the better earnings should cor - é 
tinue. It is unlikely that copper prices will get ex- | 
ceptionally strong, but it is equally improbable thet | 


they will soon sink back to the severely depresse | 
levels of the early months of 1957. With 29¢ or 30¢ 
copper, this exceptionally efficient company coul 1 
conceivably return to a $6.00 dividend basis later 
in the year. 

Westinghouse Electric also scored a small gain i1 
profits in 1958 despite a drop in sales, but it must 
be pointed out that tax considerations tipped the 
scales. Per share net came to $4.25 compared wit 
$4.18 last year, but the company realized a $7.5 
million tax credit through mergers of subsidiaries. 
Without the credit reported earnings would have 
been 42¢ per share lower. 


Some Disappointments 


Despite the generally better showing, some major 
companies failed to measure up in the fourth quar- 
ter. Caterpillar Tractor which had been improving 
steadily from its severely depressed first quarter 
slipped again badly in the fourth quarter. Earn- 
ings came to only 39¢ per share compared with 
$1.54 in the third period. In fairness however, it 
should be noted that the early and severe winter 
undoubtedly cut heavily into last quarter sales of 
roadbuilding equipment. 

Also disappointing was Douglas Aircraft’s fina! 
results. Heavy charge-offs are understandably cut 
ting net income, but the severe drop in the fourth 
quarter reduced full year earnings to only $4.41 
per share from $8.28 last year. 

Despite the drop however, Douglas’ backlogs have 
held up well, especially for the higher profit 
commercial jetliners. As a result, earnings should 
recover by 1960 as write-downs of developmental! 
costs ease. 

On the other hand, the small fourth quarter dec- 
line registered by Smith-Kline & French points up a 
spreading trend of smaller earnings advances for 
the drug companies. It first became noticeable in 
the second quarter of 1958, and although not yet 
serious, it will bear close watching by drug industry 
investors. Competition is increasing sharply in the 
industry and profit mar- (Please turn to page 549) 
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Impact of FORD'S re-entry into 
AUTO FINANCING 


>What it means . 


. . To the Finance Companies 


To banks offering time purchases of Ford Cars 
To C.I.T. Financial — and Commercial Credit 
Comparing Ford earnings with GM, which includes 


GM Acceptance Corp. 


What about 1959 Automobile Industry Outlook? 


By Robert B. Shaw 


7 IS doubtful whether any other corporation ever 
grew as rapidly in a mere quarter of a century as 
the Ford Motor Company. By the late ‘20’s this still 
youthful giant represented one of the best examples 
of vertical integration in American industry. Its 
manufacture of the sturdy model T’s and model A’s 
began with the mining of coal and iron ore on its 
own far-flung properties, and its relationship with 
each customer terminated only with his final pay- 
ment to Ford’s subsidiary finance company. But 
then, whether the depression dictated some retrench- 
ment or Edsel, when he assumed the reins, had less 
expensive ideas than Henry, the company began to 
cut off some of these appendages. In 1929 it dis- 
posed of the Detroit, Toledo & Ironton R.R., in 1933 
iis Blueberry iron mine at Ishpeming, Minnesota, 
end in 1936 the Fordson Coal Company. And, on 
May 12, 1933, it sold its Universal Credit Corpora- 
FEBRUARY 


14, 1959 


Trust 


tion subsidiary to Commercial Investment 
(C.1L.T.) for $30,000,000. 

For its second quarter century Ford got along 
without a financing affiliate. Then, on January 14th 
of this year it hurled a stunning thunderbolt into the 
credit world when it announced its plans to re-enter 
the new car financing field. No details have been 
specified as yet, but it seems obvious that if this new 
operation is to amount to more than a drop in the 
bucket, either in terms of Ford’s annual sales 
($5,771,000,000 in 1957) or in comparison with ex- 
isting auto finance companies, a financing deal of a 
quarter of a billion dollars at the minimum is in 
the offing. 


What's the Reason? 


This reversal of Ford policy prompts a number of 
questions by investors both in automotive and 
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finance companies. Why is Ford 
doing this? What will it mean to 
existing finance companies? To 
other motor car manufacturers? 
Does it offer any hint as to the 
outlook for new car sales this 
year? 


It may not be possible to an- 
swer any of these questions pre- 
cisely, but some light will be 
thrown upon them by a brief ex- 
amination of more recent auto- 
motive developments. Back in 
1955, Americans bought automo- 
biles in record numbers. But sub- 
sequently, to Detroit’s sorrow, 
automobile sales have sagged bad- 
ly. The extent to which this de- 
cline was due to relative satura- 
tion of the market or the general 
recession is debatable, but De- 
troit, with its much vaunted for- 
ward look, is not interested in 
history. The motor industry’s an- 
swer to any lack of public appetite 
for its products is always some- 
thing still more appealing, and in 


1959 it has a variety of attractive new lines incor- 
porating refinements both in styling and perform- 
ance. The industry naturally hopes that the typical 
John Doe, however serviceable his 1955 buggy may 
will somehow find it old-fashioned and un- 


still be, 
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4.32 | 4.33 4.34 5.21 | 4.86 | 5.22 








a As of June 30, 1958 ** 9 months 


loans, large commercial banks are now competing 
actively in the auto financing field. Or Doe may bor- 
row from a small loan company against some col- 
lateral or merely on his general credit and earnin; 
power. Perhaps he can obtain accommodation fron 





attractive, making him irresistibly fascinated by the a credit union or some other specialized lendins 

shiny new models in the show-window of his local agency. But most likely of all he will finance the 

dealer. purchase of his new dreamboat with one of the gian 

sales finance companies which enjoy close tie-in 

Financing a Car with auto dealers. As far as Doe is concerned, th¢ 

primary advantage of these firms is convenience 

But, assuming that John Doe succumbs to this Eager to get out on the road behind the wheel of his 

itch for a new car, he still faces two important de- sleek new chariot, he doesn’t want to waste time 
cisions: first, which make to buy; — C i T FINANCIAL 


secondly, how to pay for it. Even 
in this era of unparalleled pros- 
perity, relatively few Americans 
could afford to own a car if they 
were compelled to pay for it in a 
lump sum or even to make any 
very substantial down payment. 
Reliable records show that two- 
thirds of all new cars in this 
country are bought on time, with 
payments extending over an aver- 
age of thirty months. While there 
are still a few old fogies around 
who condemn the “installment 
plan,” it seems clear that only 
the wide availability of easy cred- 
it has created an automobile 
market broad enough to bring 
costs down within the purchasing 
ability of the average citizen. 


After John Doe, or perhaps his 
wife, has selected the particular 
car he wants, he will find a 
variety of credit sources eager 
for his patronage. After some 
years of indifference to such 
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_.80 | .80_ 1. 2.00 _1.80 |. 2.25 | 2.35 | 2.40 2.40 | 2.40 | 
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shopping around for the lowest rate, which is, in 
any case, hard to determine, among the various lend- 
ing agencies. He can sign the finance company pa- 
pers right at the auto dealer’s. The same organiza- 
tion will obligingly take care of insurance and all 
other details. This advantage of being “‘firstest with 
the mostest” on the spot where automobiles are 
bought gives the sales finance companies nearly half 
of the domestic retail automobile financing business. 


Auto Financing is Big Business 


Now to John Doe—if the reader is not yet tired 
of his problems—the financing of his automobile is 
oniy a worrisome detail, a matter far less important 
than horsepower, or wheelbase, or flashing tail- 
ligits. But it would be an error to visualize automo- 
bile installment credit as only a tiny tail attached to 
the big automobile manufacturing canine. Automo- 
bile financing is big business. Just to give two ex- 
amples, automobile installment credit currently out- 
standing, about $15 billion, amounts to a whopping 
35'¢ of total consumer credit, both installment and 
no:i-installment. 

ind the largest sales finance organization, Gen-j 
era! Motors Acceptance Corp., has total assets falling 
noi too far short of those of parent General Motors 
(in whose balance sheet the financing subsidiary is 
not consolidated.) 

t is obvious from the buying habits described 
that profitable new car financing operations are 
largely dependent upon a close relationship with au- 
tomobile dealers. It would be particularly nice for 
any one of the large sales finance organizations to 
possess a captive market of affiliated dealers. This, 
however, is impossible—or at least illegal. The au- 
tomobile manufacturers are strictly prohibited by 
the Federal Anti-Trust Laws from favoring any 
financing institutions, including their own. 

30th Ford and General Motors have, in fact, been 
under prosecution by the government on this score, 
and Ford signed a consent decree as long ago as 
1938 agreeing to abandon its surviving ties with 
Universal, its former child which had been adopted 
by C.I.T. The Anti-Trust Division also sought to 
force General Motors to spin off the Acceptance 
Corporation, but this effort was dropped in 1952 
upon General Motor’s assurance that its dealers 


Total 














1—As of Sept. 30, 1958. 
2—As of June 30, 1958. 


3—Wholly-owned subsidiary of Gen. Motors Corp. 
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Finance Companies With Large Proportion of Automobile Business 


Automobile Estimated 


Receivables Earnings 1958 Net Current Price Range Recent Div. 
Outstanding as % of Earnings Div. 1958-59 Price Yield 
—(Mil.)— Total Per Share 

Assedabes tuvestmant Co. Para iaes eee ne : ea m2 $ 8241 > 55% $6.00 $2.60 96 -67 84 3.0% : 
i III sssceconseconsencestecicsnencecnsnieniieigaian 1,871° 65 4.25 2.40 5978-44 49 4.8 
EE EE renee een a nee ae ORION OEE 1,4002 35 5.30 2.80 65 -45% 56 5.0 
RE III INN, scciccessesinssesnsneiciniscinenteicinsinanes 1491 43 2.50 1.20 3412-19% 33 3.6 
General Motors Acceptance Corp. ...........-..scesssesesees 3,9841 98 3 3 - 3 - 
Re INN TIS. sscisiscsncnsinnicnsinticintnninnntscsensoinions 3711 6s * 4.90 2.40 6412-40 56 42 


would have complete freedom of choice in selecting 
their financing agencies. Under these circumstances 
a manufacturer - affiliated finance company cer- 
tainly may not seek to influence its dealers in any 
direct way, and it would seem unwise for it even 
to initiate any rate decreases. Thus, General Motors 
Acceptance, dwarfing all other instalment finance 
institutions as it does, must nevertheless content 
itself with following the “established” rates. 

But in spite of this enforcement of arm’s-length 
bargaining between car dealers and finance com- 
panies, it can hardly be denied that the manufac- 
turer-affiliated organizations, like GMAC or the 
proposed Ford subsidiary, must enjoy a strong in- 
tangible advantage with both dealers and customers. 
In any business where brand names are so strongly 
emphasized as in automobiles, company loyalty is 
likely to influence the purchaser all the way down 
the line. Between customer and dealer the latter 
is more apt to be dispassionate in his decision as 
to financing tie-in. 


Contrasting Ford and GM Earnings 


In the light of these conditions, what are Ford’s 
objectives in reentering the auto finance field? While 
this question cannot be answered with certainty 
by anyone who was not at the directors’ meetings 
where this decision was reached, we can weigh the 
same factors which the board must have considered. 
Automobile manufacturers narmally enjoy, and 
certainly hope for, a considerably higher return on 
capital invested than finance companies. Over the 
last five years 1954-58, General Motor’s net income 
has averaged a generous 26% of net capital in- 
vested, although the other two majors have not 
done nearly as well. By contrast the finance com- 
panies, although they benefit from the leverage 
between the small amount of owned capital and the 
large amount of borrowed capital employed, are 
happy to earn 15% to 18% on their shareholders’ 
equity. No successful automobile company can ex- 
pect to boost its net by shifting a heavy portion of 
its capital from manufacturing to credit operations. 

On the other hand, installment financing enjoys 
the decided advantage, which must be attractive to 
the motor companies just now, of very steady earn- 
ings. Obviously, the financing of new car purchases 
must share some of the (Please turn to page 548) 
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Inside 
Washington 














PHILIPPINE independence evidently doesn’t mean in 
the Islands what it connotes in the United States. 
When this country selected its own natal day, July 
4, for the beginning of the new republic in the Paci- 
fic it was considered that the emancipation was com- 
plete. The President and Congress were so assured. 
Now it develops that the Filipino leaders want to be 
regarded still living as a possession of the United 
States for purposes of continued support in the 
manner to which they had become accustomed. They 
aren’t asking; they are demanding. And arguing 





WASHINGTON SEES: 


Rep. Charles Halleck who deposed former 
Speaker Joseph W. Martin as Minority Leader in 
the House of Representatives is staking his hopes 
of republican inroads into the democratic legis- 
lative program on the prospect of a coalition 
which would unite conservatives of both parties 
in a joint effort to keep costs down and balance 
the budget. Halleck has been singularly successful 
in this type of political maneuver in the past. He 
has dealt chiefly with Rep. Howard W. Smith of 
Virginia, a democrat who may be entitled to the 
badge “most conservative member of Congress” 
but hopes to win over a great many others. 


One may speculate on what the reaction of 
Congress will be to the Eisenhower economy- 
balanced budget program but until votes are 
counted in a few trial run measures, no one can 
know whether the spenders are more numerous 
or only more articulate — or in which party they 
are to be found. The answer probably is that 
most Congressmen pall at the idea of another 
year of deficiency operation though some may 
feel politically obligated to vote for it. If rejection 
of reckless give-away can be credited (or blamed, 
as the case may be) to bi-partisan effort Halleck’s 
coalition idea might provide the looked-for solu- 
tion. 




















aan 
By “VERITAS” 
pr 
, me 
their case as a matter of right! For defense pu~- Go 


poses the Philippines are important. As a case hi:- 
tory in good government they leave much to le § 4 
desired. 


St 
SELF-INTEREST on both sides dictates the wisdom af Vi 
patching up injured feelings. But Manila cannot Le J go 
selected out of all the world capitals and guaranteed § ,, 
safe passage through life. She has a long history i 
of pleasant relations with this country — based® “* 
about 100 per cent on what the United States has § Hi 
done for her, not the reverse. Carlos Romulo, 
Filipino Ambassador to the United Nations, is a 
man of great political ambitions, much of which 
has not been achieved. He has been a delegate to 
our Congress, a General in our army (largely for 
scouting purposes; he is not a military man). He § 
has become chief critic of the U.S. He has retured 
to Manila. Temporarily, he hopes. Not necessarily 
so, however. 


MILLIONS are spent annually by the Federal Govern- 
ment to maintain an army of public relations ex- 
perts to keep the citizens informed on what Wash- 
ington is doing, how tax money is being spent, and 
what the policy of government is with respect to its 
manifold activities. A tireless committee headed 
by Rep. John E. Moss of California, has developed 
that hiding official information away from critical 
eyes is a major enterprise of some offices. Many 
reforms have followed the Moss disclosures. Now 
the committee may be discontinued. Reason: None 
given. 


BLUE NOTES: Republican Senator Norris Cotten has 
taken few words to forecast a two-year outlook: 
“This Congress bids fair to unbalance the budget, 
boost taxes, revive controls, knuckle to Labor; it 
will be free-wheeling, free-spending, and the Ship 
of State is on for a voyage of rock and roll. And 
(the democrats).” said Republican Cotton, “may J the 
well soar to another landslide victory. We can only § Ame 
put our trust in Providence — and Majority Leader § j, 
Lyndon Johnson.” 
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Creation of a new spirit of togetherness with Latin 
American nations doesn't involve the exciting drama of 














competition for outer space or parrying in the cold war 





with communism but it is proving vastly more important and 








successful than this country's endeavors are in the other 





fields. In our preoccupation with Europe and Asia we had 
permitted our relationships with next door neighbors to 
deteriorate. Canada and the republics to the south of the 
Rio Grande had been permitted to drift away. Encouraged to 
do so, in fact. It would be avoidance of simple realities 
to say that the problems have been overcome or that amity 
among the nations of the Western Hemisphere has been 
restored. But the United States has taken the first steps 
and the changes have been all for the good. 











PIt is interesting to note that, in the case of Latin 








America, hard economics rather than international politics 





ninent politicians have been the instru- 
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rejuvenating effect on tired international 








t for rapprochement with the Latinos. 











relations. This marks a complete reversal of 
attitude. The United States had stood firmly 
against such an arrangement. The turnabout 
found Washington ready not only with 
financial aid but with a charter inviting 
other countries to join in a program modeled 
after the eminently successful World Bank. 
Giving concrete evidence of determination 
to make the new bank work, the Treasury has 
made $400 million available, one-half of 
this amount in cash, the other subject to 
call. Taking the practical approach to the 







































































problems of financing developed in studies 
by the Organization of American States, the 
new bank will provide two kinds of assist- 
ance: hard loans bearing bank interest rates 
and repayable in dollars; soft loans which 


may be repaid in the currency of the debtor 











The basis of United States-Canadian 








jangled nerves is much different. Canada is 
content to work out her own economic 
problems. Ottawa loses no opportunity to 
impress upon this country that her economy 
is sound and she proposes to keep it that way 
without foreign intervention. Especially 
without intervention from Washington. The 
United States would prefer that inter- 
national relations there be restored to the 
historical basis, but isn't going to fret 
about it. Defense needs of the two countries 
are closely interlaced and mutuality in that 
respect is not suffering. Canada wants the 
American investment dollar but with no 
strings attached. In the area of import- 
export each country is in a position to do 
damage to the other. Each seems bent on keep- 
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a st 7 . Nelson Rockefeller's several years as 
to be @ Gi ector of the Inter-American cooperation 
» of ice had come to personify the United 

§ States policy of economic encouragement. 
om of 2 Vice President Richard Nixon by refusing to 
not Le @ do: the cloak of martyr after he was roughly 
antec d treated during his good will mission proved 
— , we were after friends, not after trouble. 
2g hs s § His trip awakened heads of state in Latin 
ymulo, § America to the fact that cooperation isa 
» is a two-way street and that, in the eyes of world 
a capitals, they hadn't earned better 
lv for treatment. 
ce : In the politico-economic community of 
sarily § Washington, the work of Rockefeller and 

| Nixon was being undone. While this govern- 

ment worried over the restoration of 
overni- § abundance and the better life on other gountry. 
1S €X- § continents and poured billions into the 
W ash- P " , 
t and enterprise with little or no hope of monetary 
to its § return, Latin America was rebuffed at the 
eaded § loan desk. Those countries to the south 
sloped were disinterested in how much Uncle Sam 
Se force-fed into other areas, and didn't ask 
a for in; what they wanted was the use of funds 
None § on a commercial basis with, perhaps, a 
little more leeway on the charge thereof and 
the terms of repayment. What they were 
n has § getting was advice, lectures on the free 
a enterprise system, do-it-yourself 
or; it pamphlets. 
ro Announcement from Washington that 
“may [the U.S. is ready to join in a new inter- 
1 only American development bank with $850 million 
eader J in credits to open the account, has had a 
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ing wounds open, rather than healing; each 
talks of, but rarely imposes, new tariffs, 
new quotas. The strained feelings don't go 











to shows "It will not be deemd Quixotic, one 
trusts, to suggest that a great many people 
who voted for the democrats last November 
would like more evidence that the democratic 











far below the surface. If the urgency existed 
in the Dominion that pervades the Latin- 
American question, settlement would be 


prompt. 


Republican party leaders in their 
widely-publicized and acrimonious appraisal 
of causes of their crushing defeat at last 
November's polls have widened the breach 
between the White House and the party organi- 
zation. Mr. Eisenhower has been abrupt and 
reproachful in his personal assessment of 
blame: he has told party men to wake up and 
get to work. Vice President Nixon caused 
sparks to fly when he amplified this by 
saying the GOP worked only two months in the 
1958 campaign. Their answer was a peevish 
reminder that Eisenhower and Nixon were 
active only in the final two months of the 
campaign, but Congress members and precinct 
workers couldn't buck the tide of dissatis- 
faction in a year-around effort. 









































The principal product of the 
"reappraisal and planning" meetings 
(besides the widening breach) was a store- 
house of cliches — "fearless attack," 
"bury factionalism," "develop new candidate 
material," "militant partisanship." The 
party leaders did everything but "put their 
shoulders to the wheel, and their noses to 
the grindstone, while moving forever upward 
and onward." What the party seems to need is 
total examination to find its vulnerable 
points, then correct them. First and fore- 
most, it must rip off the ""big business 
party" label. Neither party, fortunately, is 
exclusively that; each has made legislative 
contributions to a healthy economy, which 
cannot exist without attention to the 
problems of both management and labor. 

The labor record of the GOP in Congress is 
good, across-the-board. If there is truth in 
the report that some GOP financial agents 
have preferred the "big business" tag they 
may as well drop it: the party received 
precious little substance from that source 
in the 1958 campaign. 

While the GOP has been insisting upon 
spotlighting its weaknesses, the democrats 
have been working assiduously to quiet 
rumblings of distrust in the ranks of 
"professional" labor. From AFL-CIO head- 
quarters came this opening salvo as the first 
month of the new session passed with little 
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congressional leaders are planning things 
affirmatively and fewer proclamations about 
how responsible they intend to be, with 
the strong implication that this means 
nobody need worry lest they rock Pres. 
Eisenhower's boat." 

Labor's incipient rebellion is not 
tied to a Single action, or lack thereof. 
Leaders are reminding that three decades 
have passed since Herbert Hoover went into 
the White House; that there has been 10 years 
of world depression in which this country 
shared the suffering, a great war, a 
tremendous expansion of population and 
national business activity that enriched 
the economy to a point not dreamed possible 
a generation ago. While gross product rose 
$100 billion since 1950 and is on its way to 
another $100 billion increase by next year, 
the program of social reform is stalled, 
protests AFL-CIO. There need be no timidity 
about the budget, witha half-trillion doller 
economy just around the corner, fumed the 
labor press. 


















































In spite of the demands of organized J 





labor, the democrats (to whom the complaint 
is addressed: "Mr. Eisenhower can be relied 
upon to supply all the reluctance to move"), 
signs continue that this is not to be a labor- 
controlled session of Congress. It is true 
that the demmies gathered under their wing 
many more seats than they hoped to get and 
sent many green freshmen to Washington, but 
it is equally true that the reins still 

are in the hands of the old-timers. These 
are the Rayburns, the Johnsons, the Byrds. 
They know the machinery of legislation and 
are determined to keep the balance sheet in 
































1960. That's when the big prize is up. 

With a reasonably good record of general 
popular appeal, the democrats feel they are 
"19," 

American history has emphasized 
through its pages the fact that voters are 
influenced by a variety of things. These can 
include peace, prosperity, personalities. 
They do not respond en masse to the call of 
party leaders and are as likely to rebel at a 
topheavy "labor record" as they are toa 
"big business" output. Wiser heads in the 
democratic ranks seem determined to present 
neither. 
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Concise and Sharp Analysis of... 


MAJOR U.S. MARKETS ABROAD 


By John E. Metcalf 


FFICIAL trade statistics now list more than 
150 U.S. export markets ranging from Outer 
Mongolia to Mozambique. But two dozen countries 
buy 80% of our commercial exports, and six of 
these together take nearly half the total. One major 
market dwarfs all others in the volume of its pur- 
chases, and that is Canada, our good neighbor to 
the north. 
These two dozen principal export markets may 
be conveniently divided into four groups: 
& The four principal English speaking members 


of the British Commonwealth — Canada, Gren! 
Britain, South Africa, and Australia. 
& Hight leading Latin American nations — Mex- 


ico, Venezuela, Cuba, Brazil, Argentina, Colombia, 
Peru, and Chile. 

& Eight of the major trading countries of Con- 
tinental Europe — West Germany, Italy, France, 
the Netherlands, Belgium, Switzerland, and Sweden, 
plus Spain. 

®& Four nations in Asia — Japan, 
Philippines, and the Republic of Korea. 

The general prospects for U.S. foreign trade ii 
1959 were examined in the preceding issue of this 


India, the 


FEBRUARY 


14, 1959 


magazine. Encouraging signs for a pick-up in world 
trade were noted, and the prediction was made that 
U.S. exporters would top their 1958 sales by nearly 
$1 billion this year. In this issue we shall survey 
individual prospects in the most important of these 
export markets. 


Canada 


Canada’s business recession seems to have passed. 
However, the upswing thus far lacks vigor and un- 
employment remains a problem. Last year’s slow- 
down was inevitable in view of Canada’s close 
links to the U.S. economy. The recession was held 
in check by a record level of government deficit 
spending and a spurt in home-building induced by 
the easy-money policy. As might be expected, these 
curative measures have heightened inflationary 
pressures. 

The 1959 outlook is for a modest improvement in 
the Canadian economy and some increase in pur- 
chases from the United States. Our sales to Canada 
have been a walloping $3!% to $4 billion annually 
in the past several vears and cover a wide range. 
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The leading items are machinery and industrial 
equipment, automobiles and tractors, steelmill prod- 
ucts, metal manufactures, chemicals, fuels, indus- 
trial materials, textiles, and specialty foods such as 
fruits and vegetables. 


Great Britain 


Despite some slowdown in internal activity last 
year due to the government’s tight-money policy, 
1958 was generally a good year for Britain. The 
terms of trade improved sharply owing to falling 
commodity import prices. With exports maintained 
at a high level, the trade deficit shrank and ex- 
change reserves climbed by $1 billion. These favor- 
able factors enabled the government to regain its 
freedom of action. Credit restrictions imposed in 
defense of the pound during the Suez crisis were 
relaxed gradually during 1958, and at year-end the 
government moved boldly to liberalize sterling con- 
vertibility. This step was 
in keeping with Britain’s 











Australia’s continued progress toward economic 
diversification has maintained imports from the 


United States in the $200 million range during the 


past five years. Despite the relatively small popula- 
tion, high income levels make this a profitable 
market. The recent easing of Australian currency 


restrictions may mean some increase in U.S. exports § 
there this year. Our principal sales to Australia are J 


cotton and tobacco, petroleum products, and ma- 
chinery. 
Mexico 


Some uncertainty clouds the economic outlook in 


Mexico. There has been a slowdown in business | 


activity, in part due to the U.S. recession. Flools 
impeded agriculture last year and export earninys 
from nonferrous metals were low. Inflationary pres- 
sures have mounted and a large trade deficit his 
caused a drain of gold and foreign exchange r>- 
serves. On the other hand, this year’s farm ercp 





leading position in world 





trade and finance. 

The business pick-up 
which has resulted from 
the easing of controls 
should be translated into 
increased imports from the 
U.S. this year. Our sales 
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there may be close to the 
$1 billion mark in 1959. 
Britain is one of the chief 
buyers of American farm 











products — cotton, tobacco, 
foodgrains, fats & oils. It 
also buys from us a large 
volume of chemical and 





UK. Vs Ne 
wo = aR Cc : 
AJR tT 








petroleum specialties, non- 
ferrous metals, and some 
machinery. 

































































Union of South Africa 





Distorted world map showing countries and continents on scale of their Exports 


South Africa’s almost 
uninterrupted postwar boom lost its momentum dur- 
ing the latter part of 1958, but some slowdown was 
inevitable. However, the economy is well supported 
by the growth and diversification of export indus- 
tries that has taken place during the past decade, 
aided in large part by foreign investment. The im- 
portant metal mining sector of the economy has 
probably reached a plateau and little additional ad- 
vance is expected for several years. 

It is likely that U.S. exporters will have difficulty 
maintaining their sales position in the South African 
market this year. Capital equipment and motor 
vehicles are the leading U.S. exports there now that 
South Africa has built up its own consumer goods 
industries. 

Australia 


Economic prospects for Australia this year show 
marked improvement. The poor harvest last season, 
due to drought, unfortunately coincided with a drop 
in world wool prices. Farm income was off by a 
third and export earnings from agricultural products 
and nonferrous metals declined. But good crop yields 
are expected this year and export prices have im- 
proved. 
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may be the best in Mexico’s history and an ending 
of the U.S. recession should stimulate business 
south of the border. 

Mexico is one of the six leading U.S. export 
markets, now accounting for sales of close to $900 
million a year. Since World War II it has experi- 
enced one of the most vigorous rates of growth in 
Latin America. Thus American businessmen follow 
events there closely. Right now attention is focused 
on the new government of President Lopez. The 
current weakness of the peso calls for resolute action 
since the period of normal seasonal pressure lies 
just ahead in the spring. Although the economic 
program of the new administration is not yet clear, 
President Lopez has indicated his intention to kee; 
the economy dynamic. 


Venezuela 


Venezuela’s abrupt action at the end of 1958 up- 
ping tax rates for large companies was a severe 
jolt to the oil industry. It could well slow the re- 
markable growth Venezuela has experienced during 
the postwar period, largely as a result of capital 
inflow from petroleum operations. On the other 
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hand, the foreign oil companies 
are rather deeply committed 
there, and Venezuela may still 
seem a Safer bet than areas 


MAJOR U.S. EXPORT MARKETS 1958 





further away from home. The tax 
boost was motivated both by na- 
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tionalistic sentiment and the de- 
pletion of government revenues 
as a result of the spending spree 
inherited from the ousted Perez 
Jimenez regime. 

Venezuela’s balance of payments 
was under pressure throughout 
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Cuba 


‘/ he Cuban economy was rather 
disrupted by the recent rebellion 
there. The transportation system 
1 bad shape, sugar milling has 
been delayed, and tourist income 
ff. Before the new government 
of Dr. Castro and President Ur- 
rutia attack the difficult problem 
of restoring the economy they 
must first reorganize and restaff 
the entire administrative machi- 
nery. Considerable vigor is now 
being applied to the task of root- 
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Canada 21% 





Latin America 
27% 














. Africa 4% 
Total Merchandise Exports 
1958 $16.2 Billion 














ing out the graft and corruption 
which sprung up under the Batis- 











ta regime. 

Business activity will probably continue at a 
somewhat slower pace this year, with adverse effect 
on U.S. exports in 1959. Cuba is our third largest 
market in Latin America. Despite political disturb- 
ances, however, the growth trend in Cuba is well 
established and continued economic progress is ex- 
pected in the years ahead. Cuba is blessed with good 
soil and climate, ample natural resources, and a 
literate population. Large U.S. investment there 
has helped to diversify both industry and agricul- 
ture, thus strengthening the economy and making 
it less dependent on sugar. 


Brazil 


Despite chronic inflation and foreign payments 
difficulties, mounting external debt and domestic 
insolvency, the Brazilian economy keeps right on 
growing due to the dynamic mixture of abundant 
land, resources, and people. The current financial 
crisis is as bad as any in the postwar period, with 
the government committed to an expensive coffee 
Support program as the world price for the brown 
bean continues to skid downward. 

Brazilian industrial production set new records 
in 1958 —as did the cost of living. Imports from 
FEBRUARY 


14, 1959 


the United States were maintained at a high level 
due to Export-Import Bank financing, which on a 
cumulative basis now stands at $1 billion. U.S. sales 
to Brazil totalled more than $500 million last year 
(actually up 5% or so from 1957), with capital 
goods predominating. It is quite unlikely, however, 
that this level can be sustained in the current year 
in view of the depressed market outlook for coffee. 
Brazilian coffee prices have dropped by about 25% 
in the past 12 months, and coffee normally accounts 
for more than half of the nation’s export earnings. 


Argentina 


Argentina’s new president, Arturo Frondizi, has 
now firmly launched his country on the road to 
economic recovery after a nightmarish period of 


misguided policy. A new austerity program is 
being undertaken with massive foreign aid. Some 
$329 million was obtained at year-end from the 


U.S. government, the International Monetary Fund, 
and U.S. banks. Economic reforms include ending 
of multiple exchange rates, a free market for the 
peso, elimination of some subsidies, and a new deal 
for agriculture. It is hoped that these measures will 
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break the wage-price spiral responsible for Argen- 
tina’s jet-propelled inflation. 

Now, after years of unsuccessful effort to develop 
its own rich oil resources, Argentina is negotiating 
long-term agreements with the international oil com- 
panies which are expected to make the country self- 
sufficient in fuel by 1962. This alone will mean a 
$300 million reduction in the annual import bill, 
and it may even result in an exportable surplus. In 
addition, French, Swiss, and American private in- 
vestors are planing to spend two or three hundred 
million dollars more on developing coal mining and 
producing electric power. 

Argentina possesses some of the best crop and 
cattle land in the world. Under skillful management 
its farms and ranches once produced bountiful ex- 
port surpluses of meat, wool, grains, and dairy prod- 
ucts. But a decade of ill-conceived Peronist experi- 
ments in industrialization, controlled marketing, and 
artificial exchange rates was subsidized by the na- 
tion’s agriculture, thus bringing virtual ruin to the 
countryside. The new reform measures should sti- 
mulate exports, but for the present there will be 
some drop in imports as Argentina moves to cut its 
trade deficit and live within its means. 


West Germany 


West Germany chalked up another record year in 
1958 despite some soft spots in the economy. Ex- 
ports continued the relentless advance of the past 
decade, with the result that last year’s trade surplus 
was a robust $1.4 billion compared with about $1 
billion in 1957. Germany’s gold and foreign ex- 
change reserves now stand at an impressive $6.3 


billion, largest in the world except for the United 
States. There was a modest slowdown in industrial 
production at mid-year, but except for coal, steel, 
and textiles there was a strong pick-up at the close 
of 1958. 


The outlook is for continued economic expansion 
this year, though at a slower pace than in the recent 
past. The automobile and appliance industries will 
lead the advance. Plant investment and construc- 
tion activity have recently been spurred by lower 
interest rates. Although there will be some further 
drop in U.S. exports to Germany of coal and cotton 
this year, shipments of most other products should 
be maintained. Germany is one of our half dozen 
largest export markets. Its purchases from the 
United States are primarily semi-processed goods, 
raw materials, and foodstuffs. 


Italy 


After a slight recession during the earlier part of 
1958, industrial production in Italy resumed its up- 
ward trend. The temporary drop in factory output 
was more than offset by a bumper harvest, so gross 
national product increased by 314% last year. A 
decline in private investment was offset by stepped- 
up government spending on public works. Terms 
of trade improved considerably, with import prices 
reduced and exports maintained at a high level. 
Tourist earnings were at the record figure of some 
$450 million last year despite a slow start due to 
the Middle East war scare. Italy has entered 1959 
with gold and foreign exchange reserves at an all 
time high well in excess of $2 billion. 
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Despite recurrent political instability in recenj 
years, Italy has made considerable progress ip 
strengthening its economy. The fall of Premie 
Fanfani’s government last month was illustrati 
of the shifting currents in Italian political life 
Some re-grouping of forces may be necessary t 
provide Italy with the firm leadership neecieg 
during the transitional decade of building : 
European Common Market. For U.S. businessmen, 
Italy’s participation in the Common Market means 
a growing disadvantage, especially in sales of ma 
chinery and other capital goods. 


France 


France faces 1959 a transformed country! Under 
General De Gaulle, France has staked its future 014 
return to national greatness. The comfortable me 
diocrity of the Fourth Republic has been abando: ed 
in favor of economic austerity and a determinat on 
to resume a place of leadership within the family 
of nations and the European community. Much vill 
now depend on De Gaulle’s ability to solve the vex. 
ing Algerian problem which has been a severe driin 
on French finances in recent years. 

As elsewhere in Western Europe, industrial po 
duction in France slowed somewhat during 195 
but now shows signs of a pick-up. The 17% de 
valuation of the franc last December accomplish 
the important objective of adjusting French exporta 
to the cost level of other Common Market countries, 
Despite the devaluation there has yet been no gen 
eral tendency for internal prices to rise. Great en- 
couragement is had from the rapid increase in gold 
and foreign exchange reserves during January, 
signifying a return of confidence in the franc. Des- 
pite liberalized currency convertibility, the present 
austerity program means that U.S. sales to France 
during 1959 are not likely to gain over last year 
when shipments totalled about $430 million. 


Netherlands 


The Netherlands, like most other Western Euro- 
pean nations, benefited from improved terms of 
trade last year. As a result, gold and foreign ex- 
change reserves have climbed by some 50°¢ since 
the end of 1957 and are now at the strongest posi- 
tion in the postwar period. Last year’s moderate 
business recession appears to have bottomed out 
and some expansion is expected during 1959. Con- 
servative financial policy has made the guilder one 
of Europe’s hardest currencies. The Dutch will have 
no difficulty buying all they want from the United 
States this year. However, American businessmen 
will be up against stiff price competition in trying 
to maintain exports to this market at the $500 mil- 
lion level of the past few years. 


Belgium 


Being even more dependent on foreign trade than 
its neighbors, Belgium is extremely sensitive to fluct- 
uations in world demand. Last year’s business slump 
caused a 10% drop in industrial output and serious 
unemployment. As elsewhere in Europe, the coal, 
steel, and textile industries have been hardest hit. 
The sound currency tradition is strong in Belgium, 
and thus the government (Please turn to page 554) 
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in gold HE powerful urge to meet the demands of the 
anuary, s 76. new age has wrought many interesting trans- 
c. Des. formations in the business world in the relativels 


present ; ; short period since World War II. 

France o Alertness, managerial skills and imagination have 

st year been required to keep up with the procession. Lack 
of aggressiveness has compelled many a corporate 
management to fall behind and surrender to more 
successful competitors. Inability to control manu- 
facturing costs or to develop new products has com- 


; Euro- ss pelled unprogressive companies to seek refuge in 
rms of gt consolidation with larger and more capably man.- 
ign ex- aged concerns. Never before in business history 
© since 1958 1999 has the pace been so swift and the mortality of 
st posi- laggards been so great. This condition has been ac 
rderate centuated in no small measure by the expansion of 
ed out 1954 1955 1956 1957 1956 trade unions and by the competition among union 
). Con- leaders to gain more than their rivals in conces- 
ler one sions from managements. The powerful and success. 
ll have , ful corporations have been able to meet this chal- 
United ay lenge, but smaller and weaker concerns have been 
essmen Sy +, forced to fall by the wayside. 

trving This period has been a challenge to managerial 
0 mil- yy 2h ; ingenuity in adapting, and, sometimes, recasting 


corporate activities and in harnessing an enormous 

war time industrial capacity, already accelerated 

by technological advances, to peace time require- 

ments. New industries have been built on scientific 

le than achievements and new products created by research 

, , and the demands for special metals, fuels, chemi- 

cals, etc. In fact, from 50% to 80% of the sales of 

some companies are made up of items developed 
within the past decade. 

A revolution in retailing too, is taking place be- 

fore our eyes, through the use of automatic ma- 

chinery to offset the progressive wage inflation 
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that we are experiencing. Never before has the 
pattern of business growth been more kaleidoscopic. 

Some of the small or middle-sized corporations 
of today will undoubtedly be the giants of tomor- 
row; others will probably fall behind in the com- 
petitive race, making it clear that the main reason 
for moving in one direction or the other will be the 
degree of managerial acumen. Already to be ob- 
served in the contemporary scene are corporate 
examples of irrepressible energy, of rapid adjust- 
ment to changing conditions, where new manage- 
ment policies have breathed new life into old estab- 
lished companies in various fields, where companies, 
previously dormant, are now moving into a new 
phase of growth. 

American Express noteworthy as one of the few 
large-scale business undertakings still unincorpo- 
rated, found itself abruptly bumped out of the ex- 
press business thirty years ago, but was agile 
enough to transfer its long-accumulated good will 
as well as its financial resources into profitable 
new travel and banking ventures. Its prosperity in 
these activities has contrasted pleasingly with the 
continuing problems faced by Railway Express 
Agency, its successor in the transportation busi- 
ness. From a national, American Express has ex- 
panded inte an international system, and its travel- 
ers’ cheques, although widely imitated, clearly hold 
a vast lead over all competitors. But the company 
has not been content merely to grow with the travel 
market. 

In 1954 President Ralph Reed organized a wholly- 
owned field warehousing subsidiary; a year ago he 
established with Hertz Corp. a jointly-owned fore- 
ign car rental service. Most recently, American 
Express has made news by its energetic entry into 
the credit card field. Although the Diners’ Club 
and several smaller organizations pioneered in this 
development, it is really a logical outgrowth of the 
travelers’ cheque idea, and American Express en- 
joys a long lead in the race to create a truly uni- 
versal credit card. Besides its simple convenience to 
every traveler, the credit card offers a particular 
advantage in our expense account economy of aid- 
ing companies both in controlling business enter- 
tainment and travel and justifying such expenses 
to the tax collector. At around 70, American Express 
(unlisted) is certainly counting heavily upon future 
rewards from these enterprises, for increased prof- 
its in the future. 

Another rather spectacular performer in a dif- 
ferent field which has made the headlines recently 
is Warner-Lambert Pharmaceutical Company, whose 
directors recently recommended a 2-for-1 stock 
split. This company, which gained not a little pub- 
licity a few months ago when a merger with R. J. 
Reynolds Tobacco Company was under considera- 
tion, has experienced exceptional growth in manu- 
facture and distribution of proprietary and ethical 
drugs as well as toiletries, cosmetics and sundries. 
Impressive progress has been attained not only by 
aggressive promotion and development of new 
products, but also by the consolidation route and 
by employment of talented executive personnel. 
From a low of about 14 or 15 little more than five 
years ago the stock has zoomed to around 100 in 
reflecting a three-fold sales increase and approxi- 
mately a four-fold expansion of net income in the 
same period. 

Aggressive promotional programs have contri- 
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buted significantly to the growth in volume of pro. 
prietary items in both the former Warner-Hudnut 
concern and the Lambert Pharmaceutical which 
were consolidated a few years ago. New items have 
been brought to market to replace those which 
have fallen out of favor, such as home permanents 
and some cosmetics. Intensive promotion in over. 
seas operations also has helped expand volume, 
thereby widening profit margins. 

Net profit has jumped to a level of between $5 
and $6 a share, as against $2 to less than $3 a shire 
prior to the consolidation of the two principal «n- 
tities. A comparatively generous dividend pol cy 
has proved a factor in popularizing the stock w th 
the investing public. Further liberalization in piy- 
ments is anticipated following consummation of ‘he 
split. 

A logical—perhaps too logical—candidate ‘or 
merger with Warner-Lambert would be Rexall Drug 
Company. This long-established firm, originally or- 
ganized as a kind of druggists’ cooperative back in 
1902, slumbered away for many years, and duri.g 
the ‘30’s was involved in the unpleasant bankruptcy 
of its affiliated Liggett stores. However, under the 
aegis of its aggressive president, Justin W. Datt, 
it has vigorously pruned its unprofitable stems, re- 
placing them with new branches promising a richer 
fruit. Dart commenced his administration sore 
years back by the drastic step of pulling up rocts 
in Boston and moving the company’s headquarters 
to Los Angeles; this relocation proved a symbol 
of a more active spirit to animate the company. 
Although still best known as a retail operation 
(the Liggett stores in the East, the Owl drug 
chain on the Pacific Coast), some units of which 
are shifting over into supermarkets, Rexall is also 
expanding its drug manufacturing activities. Prod- 
ucts recently introduced include “Deaner,” a brain-§ 
stimulant; “Disipal,” for the relaxation of muscle 
strain, and drugs for the lowering of blood pres- 
sure. Although dividends are being paid at the con- 
servative rate of only 50¢ a year, net income for 
1958 expanded to an estimated $1.85 per share 
from $1.45 in 1957, and a further healthy gain is 
expected this year. 

In the electronic field many outstanding re- 
adjustments have taken place in recent years to 
alter trends of individual companies. The distinct 
progress achieved by International Telephone & Tele- 
graph Corporation in this field deserves more than 
a casual mention in a discussion such as this. Recog- 
nition of management’s progress has taken place 
in the stock market with the result that shares have 
advanced to the point where it was decided a stock 
split would prove beneficial. Here the dynamic 
change may be attributed to success in scientific 
research in electronics having military applications 
for the most part. Penetration of the domestic 
househeld appliance field a dozen years or more ago 
proved disappointing. 

Products brought to fruition in research are 
concerned chiefly with missile and aircraft elec- 
tronic equipment, including ground control or air- 
borne electronic guidance systems and a variety of 
devices used in navigational operations. The com- 
pany played an important role in setting up the 
continental safety system, known as Distant Early 
Warning line of radar stations across the Canadian 
wilds. Another accomplishment is Tacan, an air 
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1956 
Net 
Earnings 
Net Per Div. Net 
Sales Share Sales 
American Express Co. ..........c0.00000 $ 47.9% $2.88 $1.57'2 $ 53.84 
Cleveland Elec. tlum. .................. 111.4 2.60 1.60 118.4 
International Tel. & Tel. | ... 544.8 1.96 85! 638.6 
NM -Donnell Aircraft ........................ 186.2% 4.55° 50% 335.2° 
National Distillers & Chemical ..... 543.1 2.04 1.00% 538.5 
| erence 155.6 1.35 50 167.5 
© henley Industries ........... ; 404.16 1.936 1.00 469.9% 
\\ arner-Lambert Pharm. ............ . 137.7 4.50 2.00 157.8 
\ estern Union Telegraph .............. 252.5 2.21 1.00 259.9 
estinghouse Air Brake ............... 214.6 2.86 1.20 236.9 


1_Adjusted for 2 for 1 stock split. 

2—Co. plans to raise div. on new 
stock to $0.25 quar. per share 

3—Plus stock. 

4—Gross operating earnings. 


°—Years ending June 30. 


-Based on latest dividend rate. 
\—Not available. 
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10 Companies Where New Management Policies Have Invigorated Earnings 


—= 1967 1958 

Net Net 

Earnings Earnings Div. 
Per Div. Net Per Current Price Range Recent Yield 
Share Sales Share Div. * 1958-59 Price 

$3.11 $1.85 (NA) - $2.00 7234-3158 68 2.9% 
2.64 1.60 117.8!9 2.5619 1.60 55'2-37% 48 3.3 
1.57 .90 (NA) $1.75? 1.00~ 3258-1458! 30! 3.3 
6.34° 50% 442.45 6.33° 1.00% 3858-22'2 35 2.8 
2.05 1.00% 524.3 1.76 1.00 32'8-2058 30 3.3 
1.45 .50 (NA) 1.859 50 357s- 8's 33 1.5 
2.456 1.00% 497.6 3.586 257 48%-18'2 38 67 
5.43 2.37% (NA) 6.00 3.00 99" 2-56 93 3.2 
2.03 1.10 (NA) 1.87 1.20 3434-15 33 3.6 
2.89 1.20 206.0% 2.05% 1.20 35'2-17% 32 3.7 
6—Years ending August 31. 
7—Co. has declared $0.25 cash div. for the Ist quar. and 5% stock 

for each of the next 3 quarters until 8/10/59. 
“—2 for 1 stock split, subject to stockholders approval 5/12/59 
Co. then plans $0.37'2 quar. div. on new stock 

“*—Estimated. 

10_Year ending Sept. 30. 



























na igation system used primarily in directing move- 
ment of military planes. 

tevenues are estimated to have reached an all- 
tirie high last year not far short of $700 million 
an | are expected to continue their upward trend 
fo’ some time to come. Net profit may have approxi- 
m: ted $1.75 a share on the split stock in 1958, com- 
paved with $1.57 for the preceeding year, and 
op'imists are counting on even higher figures as 
volume expands. Dividends have been edging higher 
each year almost in recognition of progress. 

National Distillers’ progress was signalized in a 
concrete way two years ago, when “and Chemical” 
was added to its name; as sales of the chemical 
division (contributing 38% of operating profit in 
1957) seem likely shortly to exceed those of the 
beverage division, perhaps the order of these words 
should soon be reversed. The momentum the liquor 
companies received from Repeal carried them hap- 
pily through World War II, but since 1945 the 
growth rate of the distillers has been considerably 
slower that that of the general economy. This has 
suggested to National’s President John Bierwirth, 
at least, an active search for new more profitable 
ventures. Jointly with Panhandle Eastern Pipe 
Line, Bierwirth established back in 1951 the Nation- 
al Petro-Chemicals Corporation; this unit, one of 
the country’s principal manufacturers of  poly- 
ethylene plastic, became a wholly owned subsidiary 
a year ago. The U. S. Industrial Chemicals division 
produces industrial ethyl alcohol and a variety of 
other heavy chemicals, while the one-third owned 
Mallory-Sharon Metals recently commenced the 
production of the still unfamiliar metals titanium 
and zirconium. Other “feelers” include research in 
a nuclear reactor project and in rocket and jet en- 
gine fuels. 

Long-term investors in this company have un- 
doubtedly been disappointed by the relatively poor 
earnings performance since 1951, which made even 
the regularly maintained $1 dividend look shaky at 
times. Now, however, the outlook seems clearly im- 
proved, even though 1958 earnings may have drop- 
ped a trifle below the $2.05 for 1957. 

Although not altogether deaf to the siren-call 
0° diversification, Schenley has stuck much closer to 
FEBRUARY 
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home base than National, and is seeking solution 
of its problems within its own industry. Instead 
of spending his time exploring possible mergers, 
its chairman-president, Lewis S. Rosenstiel, has 
devoted a major part of his energies to fighting for 
the repeal of the 8-year force-out on distilled spirits, 
and the passage of this bill by Congress last August 
was very largely a personal victory for Rosenstiel. 
The new law, which relieves the distillers of the 
obligation of removing their whiskies from bond 
and dumping them upon the market after eight 
years, will be particularly beneficial to Schenley 
which built up huge stocks in mistaken anticipation 
of a shortage at the time of the Korean War. Not 
only will the heavy tax be avoided, but these spirits 
will grow in values as they age. Rosenstiel, denying 
that the new law can be in any way interpreted, 
as a “windfall,” is going on to new crusades in be- 
half of his industry. 

Schenley last vear withdrew from the brewing busi- 
siness, believing that larger brewer (Pabst) could 
operate its former Blatz subsidiary more economical- 
ly. It does, however, manufacture (through Schen- 
Labs) a line of ethical drugs, of which the most 
recent noteworthy discovery was Newtrapen, for 
counteracting penicillin reactions; and (through 
Park & Tilford) high-quality toiletries. Neverthe- 
less, it is clear that the present management visu- 
alizes the future for this company as within the 
liquor industry. The dividend rate here has also 
remained unchanged at $1 for half a decade, but 
fiscal 1958 witnessed a sharp earnings recovery to 
$5.58 a share, upon which the current price repre- 
sents a low multiple of only about eleven. 

Management’s determination several years ago 
to minimize dependence on the cyclical railroad 
equipment market spurred Westinghouse Air Brake 
into an expansion and diversification program that 
has borne fruit. The first move was acquisition of the 
Le Tourneau Company’s earthmoving equipment 
facilities and formation of Le Tourneau-Westing- 
house to broaden operations in the highway con- 
struction field as a supplementary activity. Expan- 
sion later took the company into making compres- 


sors, drills, ete., for the mining industry through 
the Le Roi division. (Please turn to page 554) 
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A Steel and a Rail 


That have outperformed their fields. . 





> UNITED STATES STEEL 
> CHESAPEAKE & OHIO 


E SELECTED these companies for special an- 

alysis because of the splendid earnings picture 
they exhibited so forcefully in 1958, when, unlike 
many other companies, beth demonstrated they 
could make money under adverse circumstances. 
Each is well managed, has an efficient and growing 
organization, with a good history and excellent pros- 
pects, and both are in a position to show a con- 
tinuation of their demonstrated earnings record. 

While many a smaller organization is a comp- 
troller’s nightmare, these two giants are internally 
sound while remaining flexible in their approach to 
operations. Large capital expenditures have reduced 
operating costs, thus widening profit margins, and 
each company continues to broaden its earnings 
base. 

Chesapeake & Ohio and U. S. Steel are basic and 
integral members of this country’s industria] com- 
munity. Steel is, and probably will continue to be, 
one of the most important products we produce; 
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Chessy is the top Eastern freight carrier, transport- 
ing coal for the steel industry and distributes prod- 
ucts in one of the country’s prime markets. 

Each company is appraised by a specialist in the 
field. 


Imposing Record of U.S Steel 
by Jonathan Walcott 


U.S. Steel’s vast network of numerous and diverse 
industrial activities proved itself, in 1958, to be : 
well integrated and efficient operation. In a year 
which saw the company operate at an average rate 
of only 64% of rated capacity, earnings of $5.15 
demonstrated that Big X can sustain its earning 
power in the face of curtailed demand. The secret 
of this strong earning power lies partly in the bene 
ficial effects the company’s $4 billion postwar capita 
improvements program has had on profit margins 
and partly in the broad industrial base. The top. 
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Funded 
Overall activities of this mighty 
corporation include steel produc- 
tion and fabricating, mining, 
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transportation, natural gas, ce- 
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wid sales organization. This 











scop : is impressive, but so is the 
size of the individual operations. 
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The company operates its own 
fle’ of steamships and barges, 
sev ral railroads, and through 
the American Bridge Division 
fab-icates and erects bridges, as well as tankage 
installations. Operations of the Consolidated Western 
Ste] Division have played an important role in the 
blas‘-off of the missile age. This Division has plann- 
ed «nd constructed missile handling and launching 
facilities at Cape Canaveral, and has developed a 
half-dozen new alloys for use in the “birds” them- 
selves. 


1.95 | 





Steel Production 

Towering above this base, however, and emerging 
from it, are the steel operations. The principal steel 
products are ingots, slabs, structural shapes, rails 
and accessories, tubing, wire, sheets and strips, as 
well as armor plate and other ordnance items, pig 
iron and concrete reinforcement bars. The types of 
steel run from carbon to special alloys. From its 
position as one of the industry’s more efficient and 


__.838| _.838 | 1.12%] 1.728 1.50 | 1.50 | 1.50 | 1.50 | 2.35 | 2.40 
548.6) 469.5 483.8 441.8 334.9 


1952, 1953 1958 
3.05 | 2.28 | 3.78 | 3.23 | 6.45 | 6.01 | 7.33 | ¢03.56 








3.64 | 


**° 9 months 


better integrated producers, U.S. Steel with an es- 
timated 1959 total capacity of 41.9 million tons 
should continue to command about 28.4% of total 
projected industry capacity of 146 million tons. It is 
well known that actual production seldom approach- 
es full capacity. This was demonstrated with em- 
phasis during the general business recession in 1958 
when industry production was only 85 million tons 
or about 60% of 1958’s rated total capacity of 
140.7 million tons. 
Profits in ‘59 


To a very great extent Big Steel’s earnings in the 
current year will hinge on overall industry develop- 
ments. Basically the picture is much brighter now 
than it was a year ago. The upturn in the economy 
presages greater overall steel production, perhaps 
in the neighborhood of 110 million tons, or an in- 
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Net Deprec- 
Sales & iation 
Other & 
Revenue Depletion Taxes 
—— (millions) 
$204.8 $286.0 
160.2 406.0 
137.3 331.0 
137.4 366.0 
119.0 190.0 
131.4 323.0 
130.7 117.0 
149.2 398.0 
143.9 234.0 
126.0 


$277.7 


Income 


$598.7 
813.2 
670.5 
742.9 
389.7 
548.5 
256.7 
577.2 
445.1 


$3,472.4 


2,293.2 


10-Yr. Aver. 1949-58 .. $3,510.5 
—To January 30, 1959. 
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Income Operating Operating 
Margin 


1 
1 
1 
1 
1 
1 


14.8% $256.5 


Percent 
Earned 
on 
Invested 
Capital 


Net 
Earnings 
Per 
Share 


Div. 
Per 
Share 


Net 
Profit 
Margin 


Price Range 
1958-59 


Net 
Income 
—(mil)— 
$301.3 
419.4 
348.1 
370.1 
195.4 
222.0 
143.6 
184.3 
215.4 
165.9 


14.0 
12.5 
14.3 
8.3 
9.8 
67 
8.8 


997%-515¢(1) 
73'2-48\% 
73%4-51% 
6214-408 
37\4-19%2 
22\4-16% 
21%4-18'2 
237%-18% 
21%4-12% 
13%-10% 


997%-10% 


8.6% 
9.5 
8.3 
9.0 
6.0 
5.7 
4.5 
5.2 


$5.13 
7.33 
6.01 
6.45 
3.23 
3.77 
2.27 
3.05 
3.64 
2.69 


$3.00 
3.00 
2.60 
2.57 
1.50 
1.50 
1.50 
1.50 
1.71 10.6 
1.12 8.6 


$2.00 9.3% 


7.2% 
8.5 
6.0 
8.2 
2.0 
42 
8.2 
6.4 
5.1 
2.3 










——}Shs. $3.50 


CHESAPEAKE & OHIO RY 






steel market to any very large 
extent. Although imports have 
risen in recent years, industry 
sources report that foreign pro- 
ducers are losing their cost ad- 
vantage, which could result in a 


Price Range 
1929 - 1935 
High - 69% . 
Low 


Cv Pfd: 53,640 - $100 par - 
















Shs. Common: 
Fiscal Year: 


8,094,568 - $25 par 


THOUSANDS OF 


{ | 


SHARES 
T 


| 

_1947_| 1948 | 1949 

4.33 | 3.72 | 1.36 | 4.25 | 4.80 | 5.66 | 6.04 | 5.01 
*3.00 | 3.00 | 3.00 


* Plus Stock ** 9 months 


crease of 35°o over last year. Profit margins for the 
industry should expand substantially, reflecting an 
improved and more realistic price structure, the 
leverage of higher operating rates, and the beneficial 
aspects of modernization programs. 

These benefits should accrue with special emphasis 
to U.S. Steel with its steadily increasing operating 
efficiency and commanding industry position. Bar- 
ring lengthy strikes, a possibility which will be dis- 
cussed shortly, the industry is expected to operate 
this year at 70%-75% of capacity. Although ship- 
ments will not reach the 1955 level, earnings of the 
steel producers could show considerable improve- 
ment. Certainly at the present time orders are pour- 
ing in and show no immediate sign of slackening off. 

Foreign competition, represented by imports of 
around 2 million tons annually, is mainly in the form 
of specialty steels and does not affect the domestic 
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change in this picture. 

Pricing is a perennial problem 
in the steel industry and while 
the overall price structure is im. 
proved in recent years, rising 
costs continue to plague the pvo- 
ducers. There is great resista) ce 
to price increases, but if wage 
costs are going to continue to 
spiral, as seems probable, n- 
creases will have to come evi n- 
tually, for operating econom es 
and efficiency can be carried 
only so far. 


ger spots in the generally fav: r- 


able picture, and they 
equally to all the major produce’. 


for about 22% 


present and earlier estimates of a 51% to 6 million 









There are, however, two dan- 7 






apply 








The first is that automobile pio-§ 
duction, which normally accou ts§ 
of finished stvel§ 
consumption, appears spotty at® 


ear year should probably be adjusted downwar«s. j 


Additional production will probably hinge on un- 


predictable factors including public response to tie} 


new small cars which the Big Three will introduce 
later this year. Perhaps balancing this somewhat 
less enthusiastic outlook is the increasing demand 
for construction steel. The other major cloud is of 


course the continued aggressiveness of labor. When § 
industry negotiators meet with union representa- § 


tives in New York commencing May 18, the steel 


companies could be faced with excessive labor de-§ 


mands and prospects of a costly strike if agreement 


is not reached when current contracts expire June § 
30th. A part of the recent strong upturn in steel ® 





orders would seem to reflect to a considerable degree § 


strike-fear inventory buying. 
(Please turn to page 









































418.7 37.1 
32.8 

9.7 
19.5 
27.8 
39.8 
34.0 
11.1 


67.9 
68.0 
74.0 
72.2 
71.1 
70.9 
68.0 
74.0 





























10-Yr. Aver. 1949-58 .. $355.1 $25.8 70.7% 









1—To January 30, 1959. 
SO 
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C. & O.’s Long-Term Operating and Earnings Record’ 
Total Total Operating Total Net 
Operating Income Operating Ratio Gross Fixed Net Earnings Div. Price Range 
Revenues Taxes Expense Income Charges Income Per Per High low 
wea (millions) ————— % ————— (millions) ————— Share Share 
1958 . $355.7 $16.0 $255.0 71.7% $67.1 $15.5 $51.7 $6.36 $4.00 73 -4734(1) 
1957 432.3 30.3 299.9 69.3 82.5 13.9 67.5 8.33 4.00 6978-46'4 



















6914-53" 
5614-4212 
46'8-33'2 
4158-3234 
3958-3312 
3814-2812 
3514-25 

3434-27 


3.6212 
3.1212 
3.00 
3.00 
3.00 
2.25 
1.50 
3.00 


$3.05 


66.7 
57.9 
39.9 
48.0 
45.0 
38.1 
33.9 
11.3 


8.28 
7.25 
5.01 
6.05 
5.66 
4.80 
4.25 
1.36 


79.6 
70.9 
54.1 
64.4 
58.6 
50.6 
47.8 
26.2 


$60.1 


12.5 
12.3 
13.0 
13.3 
12.8 
11.6 
12.0 
11.6 








































-25 


$12.8 $46.0 73 





$5.73 
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cma FARM EQUIPMENTS 
“| WITH INTERESTING 1959 OUTLOOK 


e ste elg 


chy —and those dragging 


2eme tit F 


Fo acaletal 


> June | 
: steel > A realistic appraisal of farm income and sales for 1959-60 
dewres > Where foreign markets are being developed through branch 


plants .. . where profits can run and losses be charged off 
> Extent of diversification by individual companies 
& Changes ahead for farm subsidy program 








— > Current earnings-dividend position and outlook 
at By R. C. Erlingsen 
Range I IS THE fairly universal opinion in economic good deal of the way toward discounting the im- 
Low ind financial circles that 1959 shou!d be a good provement to be expected from last vear’s bumpe 
year for the major manufacturers of farm equip-_ results, even though current farm income is cur- 
1734(1) ment — because farm net income rose 20% to an_ rently estimated at a 9% gain. And we must also 
1% § estimated $13.8 billion in 1958 from the previous allow for the fact that diversification or products 
on B year, reaching its highest level since 1953. by the farm equipment makers in recent years has 
3 Yet that does not necessarily follow. The econ- been a consideration in the price rise. 
422 = omies recommended by the Administration for the Much discussion has been devoted to the longer 
3312 year ahead may deter farmers from putting acreage range agricultural problems posed to the nation in 
3234 under cultivation in the light of the existing sur- the face of population explosion and dwindling 
mm pluses. Besides, the size of our farms have grown farm acreage per capita, as land is preempted by 
ia en rmously, and there has been plenty of money highway needs and suburban expansion. lhe Depart- 
available for the most modern type of equipment, ment of Agriculture predicted in late 1956 a 32% 
25 contrary to the condition that existed when there’ increase in population by 1975 over the 1951-5 
7 were sO many small units operating on a marginal average, requiring a 45% greater livestock produc- 
= or modestly profitable basis. tion and 25% more food crops. However, at best 
‘rom the investment standpoint, the market only 25,000,000 additional acres of cropland is 
Ig Prices of the leading shares have already gone a_ expected to be taken under cultivation, necessitating 
— 
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1956 1957 


















NINN, TIO... ccssissapuiphessnnaiuceeoneneniorenseceuesaseteis $2.42 $2.11 
BI Ty Te TENDS. nsccecscnccssccerseonsesssnceseensnnennneinenssonnenqneces d 72 09 
Caterpillar Tractor ........... os 6.08 4.32 
REIT TIID, snsccissscinesocensonsienenssens 2.67 3.96 
International Harvester ................00+ 3.16 2.88 
Massey-Ferguson Ltd. .............ccccccseesssrsenenennseneerenenes .22 d 61 
Minneapolis-Moline Co. ......c.s:::sssvssessssssesseesssseeeseee 16 6495.72 
Bane GP. GC.) GB Bee. Ce. ...cccrccsccsccscocercccscsscerseonsencese 5.27 4.64 

76 13 


IE GRIN... corencsvecscesersscsusesesnncinsecctoscsestctincccssccenioesee 


d_Deficit. 
*—Based on latest div. rate. 


an increase in the average yield per acre of 27%. 
There is just one way to accomplish this pro- 


ductivity gain—increased mechanization. Taking 
into account expected declines in the farm labor 
force, one leading economist has projected the fol- 
lowing machinery needs based on 100 in use in 
1955; 130 by 1960, 175 by 1965, 220 by 1970, and 
270 by 1975. It is difficult to escape the conclusion 
that the farm machinery manufacturers’ long term 
sales trend is likely to be favorably. 

Admittedly, this is peering too far into the future 
for consideration of potential investment in farm 
equipment shares, but a similarly optimistic vista 
confronts the industry for the period closer at hand. 
Table I presents four of the more salient statistical 
indicators which graphically demonstrate what has 
been and is continuing to happen down on the farm. 
All point up the need for greater mechanization, 
and not 10-20 years from now. 


Table | — Selected Farm Indicators 


Year No. Aver. Farm Farm 

Farms* Size** Population* Wages*** 
1957 N.A. N.A. 20.6 Est. 129.4 
1954 4.8 242 21.9 117.2 
1950 5.4 215 25.1 99.5 
1945 5.9 195 25.3 84.6 
1940 6.1 174 30.5 30.3 
* In millions ** Acres *** 1947-49-100 


It is readily apparent that farmers are faced with 
a genuine need for time, labor, and money-saving 
machines. Regardless of demand, however, the pri- 
mary determinant of machinery sales is farm in- 
come — the farmers ability to pay. 


Agriculture’s Place in the Economy 


Farming is an important fixture in the economy, 
accounting for over $35 billion gross income yearly. 
In the past, it has experienced roughly the same 
ups and downs as the rest of the economy, but its 
performance in recession 1957-58 was a most heart- 
ening one. The farm community’s ability to with- 
stand the inroads that the recession made on most 
incomes points up the essentially inelastic demand 
for food products and leads one to believe that 
cyclical swings in the future will probably be less 
severe for agriculture. This is due to high consumer 
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Leading Farm Equipment Companies 


Earnings Per Share 






Div. 
Yield 


Recent 
Price 


Dividends Per Share 
1956 1957 1958 


Price Range 


1958 1957-58 








52.051 $2.00 $2.00 $1.00 28 3.5% 301-22" 
1.12 - _ _ 25 _ 257-1414 
3.501 1.95 2.40 2.40 86 2.7 9278-551 
6.06 1.75 1.6212 2.00 53 3.7 5538-27% 
2.69 2.00 2.00 2.00 39 5.1 44 -27 
_ 50 40 40 13 3.0 13%- 6 

42.09 _ — - 19 _ 20%- 75% 
4.11 3.00 2.80 2.40 48 5.0 5034-38 
251 .70 .60 .60 16 3.7 162- 72 


1_—Estimated. 





| 


purchasing power on our well maintained “midd]»” 









class living standard, supported in time of recessivn | 


by unemployment pay and merits. 


Also, certain factors which could be termed “‘no 1- 


recurring” played an important part in the 20 % 


rise in net farm income for 1958 and in their a>- 


sence this year, there will undoubtedly be somie 


decline in farm income. These factors were weath »r 


(both good and bad), livestock conditions, the co 


sumers’ willingness to spend more during the r2-§ 


cession, and increased government outlays for pri-e 7 


support and soil bank programs. 

Weather is, of course, the great unpredictable. 
Freezes in the south in the 1957-58 winter coupkd 
with the inelastic demand for crops drastically re- 
duced in size, forced price increases greater pro- 
portionally than the loss of quantity. 
even now of frozen orange juice concentrate vivid'y 
substantiates this. On the other hand, good weather 
conditions in the form of abundant rain-fall pre- 
vailing in the grain belt produced record crops with 
a reduced need for costly fertilzers. 

Despite the unusual set of circumstances attend- 
ing last year’s farmer, the Department of Agri- 
culture foresees only a 5% drop in farm income 
this year, which would make it the second best 
vear of the past five. 


Buying Habits Changing 


Farmers buying habits of machinery have changed 


The price | 










| 
f 


OSS 


in recent years. It is largely a case of sound econ- § 


omics, and attention is again directed to Table I. 
Modern scientific farming is not possible without 


the aid of modern machinery and rapidly rising 


farm wages, and the trend to larger farms has been 
an added spur to machinery use on the farm. 
In the immediate post-war years, farmers spent 


ar 


an average of only 614% of their income on ma- § 


chinery. In the past decade, these expenditures 


have about doubled that proportion. Should this | 


pattern persist. domestic farm machinery industry 
sales could easily return to the peak levels recorded 
in 1951. 


Replacement and Obsolescence 


The normal life of farm equipment is thought to 
be anywhere from seven years to well over ten. and 
many of the tractors purchased in the record 1947- 
53 period have reached replacement age, while the 
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Statistics Comparing the Position of 
Farm Equipment Companies 























Comprehensive 
Leading 
iL 

Figures are in millions, except Case 
where otherwise stated. Co. 
CAPITALIZATION: 

long Term Debt (Stated Value)  ...............ccccccccceeeeees .$ 43.2 
Preferred Stocks (Stated Value) .........ccccccccccccecseeccceeceseeeee $ 170 
No. of Common Shares Outstanding (000) ...... SS 
IIE “siicnthincaiiauadiadhdcceeliieadideaioinanie ~~ eae 
I~ on ci ctchaeeninciicinininsdlagsicambliniitiaiain $ 59.1 
ivCOME ACCOUNT: Fiscal Year Ended cdaeneieeie 
Oy aD shtsiacieaiaaai da anhciabhletalbesiaa Uatdiaeiachicibneihinddianalianitdegbinaies ccoee ITA 
D-prec., Depletion, Amort., ete. ................. sieeid dias hie 47 
Ses SE UII -spdinsicatdauineipitencietitedianidesinabassushiniscisasibanidbipiesneinillatibmansindi Ja 2.6 

Ce 6.0 
I $ 3.1 
SE UII ssccassivncnssistiisbusaiaibiaiicitanineinliniipitdeiinnincioed 6.4% 
PO IIT cisassivonisiiieiletiiecnniginaiianssnnnatnnabien 2.4% 

rcent Earned on Invested Capital .................... 3.8% 

rned Per Common Share (*) .............0cccc0000000 1.12 
ALANCE SHEET: Fiscal Year Ended ... 10/31/58 
ash and Marketable Securities ..................... ita. [ae 
ON OR aici cccecnsacmesenndinns mo wu $ 4246 
I liseli maa aoe 
urrent Assets ............. $ 131.5 
Current Liabilities ................ ili aaa ; $ 66.1 
Working Capital ..............0008 isaac ssa taiianiniaahiienide $ 65.4 
Current Ratio (C.A. to C.L.) ............ wiieas 2.0 
I i : ; $ 38.4 
ne lianas $ 222.1 
Cash Assets Per Share REPEAT Lec , $ 9.30 
inventories as Percent of Sales ................. 23.8% 
Inventories as % of Current Assets ......... : 32.4% 
\d)—Deficit. 

Ce I 


Myers 
Deere Minneapolis (F. E.) 
& International — Moline & Bros. Oliver 
Co. Harvester Co. Co. Corp. 
$ 117.1 $ 100.0 $ 15.2 -- $ 12.2 
— $ 816 $ 3.0 -- $ 75 
6,700 13,875 910 198 2.096 
$ 123.8 $ 636.6 $ 19.1 $ 1.0 $ 38.4 
$ 307.2 $ 146.2 $ 29.8 $ 9.3 $ 38.0 
10/31/58 10/31/58 10/31/58 9/30/58 10/31/58 
$ 472.6 $1,098.3 $ 53.6 $12.2 $113.3 
$ 13.4 $ 38.9 S Ww $ 3 $ 3.5 
$ 52.5 $ 30.5 “= $ 8 $ 18 
$ 6.1 $ 3.5 $ 17 -- $ 18 
$ 4046 $ 37.2 -— $ 8 $ 13 
19.5% 6.6% 3% 13.3% 3.5% 
8.9% 3.9% -- 6.6% 1.4% 
13.4% 5.4% -- 7.9% 2.1% 
$ 606 $ 269 $(4)2.09 $ 4.11 $ 0.63 
10/31/58 10/31/58 10/31/58 9/30/58 10/31/58 
$ 13.4 $ 152.1 $ 48 $ 2.7 $ 87 
$ 1143 $ 321.2 $ 21.3 $ 2.4 $ 42.5 
$ 300.1 $ 59.5 $ 21.3 $ 2.3 $ 41.5 
$ 427.9 $ 554.4 $ 47.5 $ 79 $ 94.9 
$ 98.1 $ 142.7 $ 10.0 $ 15 $ 29.3 
$ 329.8 $ 411.7 $ 37.5 $ 64 $ 65.6 
43 3.8 47 5.0 3.2 
$ 907 $ 330.3 $ 11.00 $ 2.7 $ 22.9 
$ 547.5 $1,025.7 $ 59.0 $11.9 $119.0 
$ 2.01 $ 10.96 $ 5.28 $14.15 $ 4.17 
24.1% 29.2% 39.9% 21.5% 37.4% 
26.7% 57.9% 45.2% 33.2% 44.7% 
-_— — 

















rapid technological advances made by the manufac- 
turers of late have hastened obsolescence, Imple- 
ments which were adequate ten years ago no longer 
are up to the job facing the farmer. Where two-row 
plows, planters, harrows and cultivators were widely 
used only five years ago, four-row equipment has 
become commonplace and even six-row have al- 
ready been successfully introduced. The greater 
horsepower required to pull such gear has fostered 
a need for ever more powerful tractors. 

Tractors account for over half of the total value 
of farm machinery shipments. About a third are 
believed to be of pre-1945 manufacture, while only 
about 60% of farms are estimated to be tractor- 
equipped. These unquestionably are the big ones. 
During the past few years, the farmers have been 
able to make do with what they had, but with 
greater cash income and more liberal credit policies 
enables them to purchase equipment. The Depart- 
ment of Agriculture estimates annual replacement 
demand will exceed 300,000 units by 1960, greater 
than shipments in any of the years 1955-57. 

[ractor attachments such as harvesting machinery 
are also nearing replacement age. Precise data con- 
cerning useful life are not available, but it is be- 
lieved to be around 10-12 years, so that machinery 
bought in the peak 1947-51 years will soon be re- 
quiring replacement. 
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Role of Federal Government 


Agricultural price support legislation has been 
in effect since the close of World War II. The gov- 
ernment’s payments to the farmers have probably 
been instrumental in turning losses into profits for 
many. The future role and form of federal govern- 
ment support programs are a subject for endless 
debate in Congress, but even at this writing, the 
President has proposed major changes in price 
support philososphies. It is naturally beyond the 
scope of this article to attempt even a rash guess 
as to the government’s future role, but there have 
already been changes in the recent pattern. 

Corn farmers, in a special referendum last Novem- 
ber, voted to remove acreage restrictions in favor 
of lower price supports. The net effect of a freer 
market on the corn farmers’ income cannot be ap- 
praised at this point, but if greater acreage goes 
into cultivation, a definite need for more equipment 
is indicated. 

Parts and Repairs 

This phase of the farm equipment manufacturers’ 
business should become increasingly important in 
the years ahead. Farm machinery is subject to hard 
usage, especially much of (Please turn to page 545) 
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WHICH TOBACCO IN 1959? 


By Walter Untermeyer Jr. 


4 pravdgbe the fact that leading tobazco equities 
have already risen around 50‘: over the past 
vear versus around 35% for the Dow-Jones Indus- 
trial Averages, the tobacco stocks still appear to be 
fairly priced relatively. The five leading cigarette 
companies are presently selling around 12 times 
estimated 1958 earnings versus around an 11 times 
price earnings ratio in the 1947-1950 period and a 
14 times price/earnings ratio during the pre-World 
War II period. 

In fact, tobaccos are one of the few groups which 
are selling at anything close to historical P/E 
ratio. Automobile stocks. for example, are selling at 
around 20 times earnings versus an 8 times muiti- 
plier in the 1947-1950 period, chemicals 27 times 
versus 13 times, office equipment 27 times versus 10, 
paper 26 times versus 6, utilities 18 times versus 12 
times. Furthermore, the five top cigarette companies 
are presently yielding an average return of around 
1.9° which compares with 3.4% for the Dow Jones 
averages as a whole. Since tobaccos are considered 
to have strong defensive characteristics, it is of 
particular significance to contrast the tobaccos with 
the utilities, and here again the tobacco’s 12 times 
P/E ratio stands out in bold contrast with the 16 
times P/E ratio of the utilities and the 4.9% yield, 
vastly superior to the 3.8% offered by the utility 
average. 

The citation of the above figures tends to empha- 


536 


size that tobacco stocks today are one of the better 
groups at this stage of the market when prices 


cancer scares, however, the genera! public is becom- 
ing progressively more immune to the still undocu- 
mented thesis that there is a direct straight line re- 
lationship between cigarette smoking and cancer. 
On an empirical basis, it is too hard to segregate the 
various other variables to permit any proof positive, 
and it is unlikely that any more conclusive evidence 
will be presented than already has been indicated 
until medicine isolates the agent which causes cancer 
at which time it is probable that the industry will 
find some means to eliminate that element from the 
tobacco. 

A further strengthening aspect in the cigarette 
picture stems from the fact that the rate of increase 
picked up steam toward the end of last year to the 
extent that the 1958 fourth quarter improvement 
was 7.6°° better than the year previous. Statistically 
on a basis of consumption per capita, utilizing the 
15 vear and over age group, the average rate was 
3,575 cigarettes last year (a little less than 10 a day) 
versus a per capita rate of 3,449 in 1957 which 
makes a gain of 3.6%. Thus almost half of the year 
to year growth was attributable to a growth over 
and above the mere increase in population. The big 
STREGT 
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The continuation of the trend to filters continued 
in line with industry projections. In the year 1958, 
‘filters will prove to have accounted for around 46% 
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jump in consumption took place 
during World War II. Per capita 
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CIGARETTE BRANDS IN 1958 e 


























consumption grew from 2,065 in ad 

1941 to 3,230 in 1946 and has 7 as OULLIONS =F 
gone ahead every year except for | 69 60 
the declines in 1953 and 1954. The 

average annual rate is the highest 7 T 
on record, the second highest be- | 49 40 
ing 1952 just before the first can- 

cer scare. Thus we see the resump- T T 
tion of the climb which was in- ]| 20 20 
terrupted for a six year period, 

the time which the population . v 
needd to fully recuperate from 0 0 
the | ealth scare. That still great- ball - roy 

er consumption is forecast for 3} /¥] |z = ~| 12 

195° by the U. S. Department 2 3 eI |o - a ° 9 =! lal. 

of Agriculture is based not so = = > 3 4 a 3 4 z z ° 

muc } on increased per capita con- os < S > - = > | “ = 
sumption as on the increasing ® bl 

number of youths from the crop oS = oS S = = = = = 

of war babies of the early 1940s 09 -64 -92 +55 +1380 -97 -O8 —132 +61 +597 +32 





coming of smoking age, a trend 


































































Percent Change from 1957 








which will increase for some time 

to come on the high birth rate already established. 
An additional boost for per capita consumption of 
cigarettes may develop from the possibility smokers 
who switch to filter cigarettes are prone to smoke a 
nunierically greater number of cigarettes than when 
those same individuals smoked regulars. 


The Gains Thru Filters 


of the market as opposed to last year’s 40%. While 
sale of filters of various kinds increased by 6.0°, 


Ssales of regular-size, non-filter brands were down 


5.5% and king-size straights down 0.6°:. P. Lorillard 
& Co. is the one manufacturer whose wagon was 
hitched to the filter cigarette, whose popularity blos- 
somed after release of the first Reader’s Digest arti- 
cle in the summer of 1957. Up till this time the 
smoking public had been in a state of confusion 


over the ludicrous claims and counterclaims of cig- 
arette advertising. The Reader’s Digest article pre- 
sumed for the first time to offer the unadulterated 
fact. The 138% rise of Kent, an established brand, 
in the year 1958 is one of the seven wonders of the 
industry. Early last year Philip Morris entered the 
hi-fi race in a major way with the introduction of a 
hi-fi filter Parliaments whose sales have risen 235%, 
a figure which is not as astounding as it might ap- 
pear since Parliaments started from so low a base. 
Other more recent entrants in the hi-filtration race 
is American Tobacco’s hi-fi cellulose top Hit Parade 
and its Dual Filter Tareyton. It is conceivable that 
in line with the dimunition of the cancer fear that 
we may see the reversal of the trend to filters. Last 
summer’s Reader’s Digest articles implied that the 
offending nicotines and tars which might be the 
‘arcinogenic agents resulted from the use of the 
cheaper burley rather than the premium-priced 
milder, flue cured tobaccos. Thus we may see an 
advertising emphasis on (Please turn to page 555) 




















Position of Leading Tobacco Companies 
1957 Ist 9 Months Estimated 
Net Net Earning 1958 Current 
Net Per Net Sales Per Share Earnings Dividend Price Range Recent Div 
Sales Share 1957 1958 1957 1958 Per ° 1958-59 Price Yield 
—(Mil.)— —(Millions)— Share 
American Snuff $ 19.0 $4.51 (NA) (NA) $3.76 $4.15 $4.90 $3.00 6134-43 60 5.0% 
American Tobacco . 1,098.0 8.28 $825.4 $817.9 5.90 6.21 8.25 5.00 10634-7434 106 47 
Bayuk Cigars . 37.8 1.96 27.6 28.6 1.26 82 1.40 1.00 31-16% 29 3.4 
Consol. Cigar 76.5 4.24 56.0 56.8 2.54 2.66 4.60 2.20 49'2-29'4 48 46 
General Cigar . 55.5 5.62 38.9 41.4 3.78 4.39 6.00 2.40! 7478-48 72 27 
Helme, G. W. 15.6 2.30 (NA) (NA) 1.65 1.74 2.35 1.70 33'e-23'2 32 5.3 
Liggett & Myers . 570.3 6.85 434.4 556.0- 5.13 7.60- 7.60' 5.00 9334-6558 93 5.3 
Lorillard (P.) . 239.4 3.79 190.9 353.2 1.85 6.46 8.00 4.00 89 -32% 83 48 
Philip Morris .... 408.8 4.50 307.9 440.8- 3.24 4.90- 4.90% 3.00 65'4-43 65 46 
Reynolds Tob. “B”’ 1,053.3 6.15 785.6 845.1 4.47 5.50 7.50 4.00 103 -637% 101 3.9 
5 ae 28.2 1.73 20.9 22.2 1.23 1.32 1.85 1.20 32'2-1934 26 4.6 
*—Based on latest div. rate. 1—Stockholders vote 4/4/59 on 3 for 1 split. Co. intends to pay $0.20 quar. rate on new shares. 
N4—Not available. 2—Full year 1958. 3—Actual earnings. 
——— 
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Piggyback 


Because of efficiency and econ- 
omy, piggyback freight operations 
— the business of carrying truck 
trailers on railroad flat cars mainly 
on a long-haul basis—is growing 
fairly rapidly. In terms of cars 
moved, piggyback volume had a 
gain of about 10% in the reces- 
sion year 1958, while total car- 
loadings declined by 15%. It 
would grow faster if the ICC per- 
mitted railroads to cut rates on 
it as sharply as they would like 
in order to attract more business, 
but that is opposed by trucking 
interests. Railroads and makers 
of special equipment may make 
some money out of piggyback 
business. As it looks now, nobody 
will make any killing. 


Two Possibilities 


Two beneficiaries of the trend 
to piggyback are General Amer- 


ican Transportation and U. S. 
Freight. The first makes the 
patented Clejan flat car es- 


pecially designed for high effi- 
ciency in trailer haulage, and mav 
have sizable potentials in this 
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INCOME on 
ror PROFIT anp : 
crea 
product on a sale or fleet-lease might be in the vicinity of Il a 
basis. However, this is only one or 16 times 1959 earnings. Divigg 74" 
of numerous irons in the fire, as dends are on a $1.90 rate ang tha 
the company is a broadly diversi- could be raised at least modestly 

fied manufacturer and also de- before the year end. Growth 0 
rives large lease income from its ¢arnings and dividends in recen} Cros 

fleet of some 63,000 tank and Years has been superior to thaj 
other specialized railroad freight Of many over-valued stocks now Si 
ears. It has shown a knack for selling at 30 to 60 times earnings§ thar 
developing or otherwise cashing and the gi owth prospect remaing _ 
in on new sources of money mak- PFOMUSIngs on, say, a Sve-7ey a 
ing, including a recently develop- view. In a market devoid of in F stor 
8; lading a recently develop- vestment bargains, this issue ig elect 
ed process which promises to among the better long-pull buys mac 
permit more economical produc- § toba 
tion by makers of cement. Recent  v.§. Freight Grot 
ly split 2-for-1, the stock is far mon 
from cheap around 53, which This company is the leading biles 
— —— 

INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1958 1957 

Aeroquip Corp. . seni .. Quar, Dec. 31 $ .47 $ .10 Ne 
Philadelphia Electric Co. . Year Dec. 31 2.76 2.60 Co 
Western Pacific RR. 0.0.0.2... Year Dec. 31 8.83 7.54 Ea 
Budd Co. ..... : ao Quar. Dec. 31 58 28 Pitt 
Lehn & Fink Products .................000.. .. 6 mos. Dec. 31 2.20 1.49 She 
I a . 6 mos. Dec. 31 2.22 26 Ca’ 
BR IE EIEIO. <crscicitassicdensicseciniaheleisosasecmmabbenabco Quar. Nov. 30 .63 17 Chi 
Mc Kesson & Robbins . Quar. Dec 31 1.81 1.69 J. 
Norwich Pharmacol Co. oo...........ccccccccceeeeeceeeees Year Dec. 31 2.28 2.07 Ga 
SI MIITIINN. - <svsceu nansuasastanealvucivsepianeceslanenateubeonesie Quar. Dec. 31 45 .26 Sta 
————— _-_— 
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forwarder of railroad freight, 
and has extensive terminal and 
trucking facilities used in that 
business. The operation consists 
of consolidating less-than-carload 
lots of freight into carloads, with 
© store-door pickup and delivery 
) service on both ends in numerous 
cities. The postwar record shows 
strong volume growth, character- 
istically modest operating mar- 
gins and fairly good, but irre- 
gular, growth of share earnings. 
The company is making aggres- 
sive use of piggybacking to speed 
up ‘Ss coast-to-coast and other 
long haul service. The potential 
in added profits is conjectural, 
since much depends on regulated 
rates; but it might be large in 
time. With only some 882,000 
shares of stock outstanding, any 
important gain in volume and/or 
small improvement in margin 
cou'd exert sharp leverage on per- 
share net. Profit reached a peak 
$3.05 a share in 1957. Recent 
treids suggest around $2.60 to 
$2.:0 for 1958; and at least a 
sizable gain to another new re- 
cord this year. Dividends are at 
$2. Since around mid-1958, the 
stock has more than doubled in 
a run-up to 58, and is now at 55. 
Active buying of it has been based 
on hopeful expectations of in- 

) creased earnings. They are prob- 
af 1 ably well founded, although it is 

' hard to say whether net might 
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‘s. Divigg ™ bay 1754-1514. 
ate and Tse fairly moderately or more 
nodesth@ than double in a year or two. 


ywth o 
1 recen 


to that 

ks neal Stock groups performing better 
rnings® than the market at this writing 
remaing™ are principally air lines, baking, 


Cross-Currents 


drugs, farm machinery, office 
equipment, radio-television and 
railroads. It should be emphasized 
again that, with speculation and 
professional activity increased, 
the cross-currents in stock-group 
performance can shift consider- 
ably even from day to day. 


Depressed 


Lowenstein (M.) & Sons, Inc., 
is a large and efficient maker 
mainly of cotton textiles. Profit 
swings are normally wide and 
results have been poor now for 
an extended period. Earnings 
reached $5.30 a share in 1948, 
fell to $1.73 in 1949, recovered to 
$3.25 in 1950. Best recent results 
were $3.80 in 1955. That was fol- 
lowed by $1.98 in 1956, $1.07 in 
1957; and recent interim reports 
suggest 1958 net little above the 
$0.60 dividend. However, the 
textile cycle is not ended, and it 
works both ways. This should be 
the year for a considerable im- 
provement in volume, margins 
and profits. At 15%, in a 1958- 
1959 range of 17-11%, the stock 
has done little or nothing for 
more than six months, but it has 
made a base, following a protract- 
ed earlier downtrend from 1955 
high of 3134 to 1957 low of 11. 
For about 16 months in 1953- 
1954 it was stuck in the range 
It then “broke out” 
for a rise of over 50% to 274% 
in about eight months to the end 
of 1954. Nobody can say whether 
and to what extent that history 
might be repeated. It can be said 
that risk in the stock now ap- 
pears relatively low, and that it 
could offer speculative possibi- 
lities. 


ve-yeal™ finance companies, department 
| of ing stores, coppers, dairy products, 
issue iff electrical equipment, food brands, Borrowing 
ll buys} machine tools, movies, paper, 


tobaccos and variety stores. 
Groups faring less well at the 
moment include aircraft, automo- 


leading® biles and auto parts, aluminum, 


There has been a sharp rise 
in orders booked by steel makers 
in recent weeks. Typical of the 
trend, it was indicated that Janu- 














DECREASES SHOWN IN RECENT EARNINGS REPORTS 
1957 1958 1957 
$ .10 a I OO aciniiretcncstiniccinntnsoieantncean Year Dec. 31 $ .62 $1.30 
2.60 IS I is ceecetnatcablianacsiinoiienin Year Dec. 31 2.01 2.90 
7.54 IE IL si aac ataiatineanibianeileioantonniets Year Nov. 30 2.08 4.25 
.28 Pittsburgh Metallurgical .....................cc0eeee 6 mos. Dec. 31 73 1.02 
1.49 SITTIN: "ascended sitatahelahhdnadendabionbastntosiniie Year Dec. 31 3.85 4.46 
.26 RNS IID TN. csssiiiosaneinsnnnnninoiaiies Year Dec. 31 3.48 4.35 
17 Champion Paper & Fibre ................cccccccceeeeeeeeee Quar. Dec. 31 49 68 
1.69 III stinks cncsinicncneiibemapaniniiessiiael Year Dec. 31 6.29 7.16 
2.07 EI, chitin dciataniionencianaiebiomintinink 6 mos. Nov. 30 49 1.35 
.26 TIE OE "1. siinisinsisinenniadneieneniinnieinants Year Dec. 31 2.73 4.08 
—— rrr hn 
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ary bookings of Bethlehem Steel 
were the best in about three 
years. This reflects increased con- 
sumption of steel; but also, per- 
haps even in greater degree, the 
tendency of customers to stock 
up in advance of the expected 
mid-year steel strike. To that ex- 
tent, it is business borrowed from 
the future. The first-half steel 
earnings are going to be decep- 
tively good, followed by a decided 
let--down — with or without a 
strike. That should be kept in 
mind in viewing valuations of 
steel stocks. We continue to think 
that representative issues are a- 
mong the best buys on price dips; 
but that buyers who reach very 
far for them may not make much, 
if any, money in 1959. 


Utilities 


Some utilities reflect more pres- 
sure than in some time. It is 
probably technical correction of 
excessive prior advances in most 
cases, possibly  pension-fund 
switching from stocks to bonds, 
for higher yields, in other cases. 
At this writing, the following 
utilities are down roughly 5% to 
11% from recent highs: Ameri- 
can Electric Power, Central & 
Southwest Corp., Cleveland Elec- 
tric, Dayton Power & Light, Gen- 
eral Public Utilities, Idaho Power, 
Pacific Gas & Electric, Montana 
Power, Public Service of Color- 
ado. The over-valuation of Flor- 
ida Power Corp. was previously 
cited here. It is now off 13.7% 
from its top. 


Support 


Previously under pressure for 
some time and off materially 
from their highs, the following 
stocks show significantly better 
current support: Consolidated 
Electrodynamics, Copper Range, 
Hercules Powder, International 
Nickel, Magma, Magnavox, Na- 
tional Acme and Texas Instru- 
ments. 


Pressure 


Stocks performing worse than 
the market at this writing in- 
clude: Admiral Corp., American 
Motors, Alcoa, Boeing, American 
Cyanamid, Bell & Howell, Getty 
Oil, Haveg, Norwich Pharmacal, 
Parke, Davis; Owens-Illinois 
Glass, Genera] Motors, Polaroid, 
Schering, Sun Oil, Sharon Steel, 
Sterling Drug and Standard Oil 
(New Jersey). END 
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Business 
Trend 
Forecaster * 


INTERESTING TO NOTE — 
The rise in industrial production 
line between 1956-57 was offset 
by economic decline in that 
period, accurately forecasting 
heavy inventory accumulations. 


i999 y «1950 «gy +~—=«ST 


WwW ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(t)—Seasonally adjusted except stock and commodity prices. 
(a)—Based on F.W. Dodge data. 2 month moving average. In constant dollars. 
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Industrial Production 
(FRB INDEX 1947-1949-100) 


ace arr 


THE TREND FORECASTER 


Aut Al RiGee 


RELATIVE STRENGTH MEASUREMENT 


52 5 1953 5 1954 y 1955 y 3 1958 


This we have done in our Trend Forecaster (developed 


over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook—the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


Early in the new year, the component indicators enter- 
ing into the Trend Forecaster have shown some hesitation. 
The Relative Strength Measure has stopped rising, and 
has declined at least temporarily. While it is still very 
early to reach a strong conclusion on the condition of 
the Trend Forecaster, it is clearly beginning to seek the 
next turning point ahead. 

As of the latest available figures, uptrends have con- 
tinued in housing starts, stock prices and new business 
incorporations. Downtrends have now appeared in non- 
residential construction contracts and industrial commod- 
ity prices, while three other series — new orders, busi- 
ness failures and average hours worked — have shown 
no trend in recent months. A preliminary estimate of the 
Relative Strength Measure for January indicates a mocd- 
erate decline from the +4 range that it clung to through- 
out most of the last half of 1958, but it has not subsided 
below the +3 level. On these indications, the expansion 
in business should be expected to continue through the 
first and second quarters of this year, but the Forecaster 
is beginning to raise the possibility of a less favorable 
atmosphere in the second half. 
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3001} -— +300 ¢ 
CONCLUSIONS IN BRIEF Fas oy y 
s % we, oe 5 
4 = “> —> pig te Sem oe St —zot m0 
> PRODUCTION—still rising, but only slowly. Small * 3 es 
4 gains continuing in many raw materials, including z frs, wml 
~  stee'. Auto output levelling off. Outlook: further small 280 RS Pest ——w 2 
gai-s for total production through first quarter. 1 4 f ’ 
m|— oes aa ° 
P a 5 a pashintaphiaind 
TR» 29E—After booming December, pace of trade has vw" ‘ 270 
: ‘ ‘ 
_ set ed back. Auto sales good but not sensational. y / 
; De artment store trade running slightly above a year 260 ¥ 4 1760 
> ag:. Outlook: about stable in remainder of quarter. y 
d 
> MCNEY & CREDIT—signs of further tightening appear- 250 — — 4250 
‘ ine in market place for funds, reflecting rising in- 
> vertory demand, heavy government requirements. 140 240 
4 — —_—J 
| Ovilook: somewhat higher rates over next three 
> meaths. 
230§$-—__—__ ——______— 
veloped CC MMODITIES—still no clear trend. Some industrial 
ndicat ors | ene ss * . . 
Sued a conmodities rising, but resistance all increases is os a a a a bs 
strong. Farm commodities well past their peak. Out- TAN. “FEB. MAR. APR. MAY JUNE JULY AUG. SEPT. OCT. NOV. DEC 
hpi lock: continued slow uptrend, confined to industrial 
- of our meterials, 
When it 
e in our 
wy pre OR perhaps the first time since this very oe 
hich re- business recovery got underway, it is possible 
é- bite MONEY AND BANK CREDIT to summarize its present condition with some certainty. 
ot Renal (WEEKLY REPORTING MEMBER BANKS) In the past nine months, the recovery has regained 
ation of about two-thirds of the decline suffered in the preced- 
ant con- ing nine months running from July 1957 to April 
: Trend 1958. Of this gain, however, a very substantial part 
estment has been concentrated in three principal markets. 
Tork = * Inventory Policy has reversed from about $9 bil- 
_ INVESTMENTS lion of liquidation to a small amount of accumulation. 
Thus, something like $10 billion of demand has been 
§ enter- added through the reversal of inventory policy. This 
tation. is over one third of the entire rise in gross national 
4 and product since the recovery began. 
~ e @ Housing has also had a phenomenal burst of 
tion of ame activity, with the annual rate of residential building 
ek the . = =. awe Aw al climbing from about $16 billion to $20 billion in the 
PS ts ee a el om be  S 
orl T Sethe tan oh oe past seven months. This increase has been largely 
fe con- an ol | owing to a tremendous outflow of federal funds in 
usiness @ rrr this area in the form of mortgage purchases in the 
in non- @ secondary mortgage market. 
mmod- @ @ Finally, government spending has continued to 
, busi- advance, with the annual rate rising about $6 billion 
shown ae during calendar 1958. 
of the = } Put these three potent stimulants together, and they 
1 moc- | idi 
eg ee account for both the promptness and rapidity of the 
beided . | ] lid recovery thus far. However, the concentration of the 
sidec TTAMDDATONG TT MAMDTTATONDIT A recovery in these three areas raises the question of 
> ae what will carry the business trend upward from here. 
g . Enough momentum already exists to assure a rising 
ome 1957 1958 1959 level in the major measures of the business trend in 
orable the first half of 1959, but thereafter the trend will 
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Latest Previous Year PRESENT POSITION AND OUTLOOK 


























THE MONTHLY TREND | Unit Month Month Month Ago ———s 
become increasingly dependent upon} 
INDUSTRIAL PRODUCTION* (FRB) 1947-'9-100 Dec. 142 141 135 a true expansion of basic, sustainable a 
Durable Goods Mfr 1947-'9-100 Dec. 152 152 146 demands for consumer goods and 
| 1947-'9-100 | Dec. 136 135 127 capital goods. A definite, firm revival 
| 1947-'9-100 | Dec. 123 123 123 in these two areas is not yet clearly 3 — 
| documented in the statistics. = 
$ Billions : 17.5 17.0 16.9 } “e 
cesses «| $ Billions | Dee. 5.7 5.5 5.6 ras ~ a 7 2 
| $ Billions | Dec. 11.8 11.4 11.3 3 « 
1947-'9-100 | Dec. 145 137 138 CORPORATE PROFITS—what evidence ~ 
| is now available suggests that the | 
MANUFACTURERS’ | general rate of profits throughout in- 7 pegs 
New Orders—Total* $ Billions dustry has made a very healthy re To 
Durable Goods $ Billions covery since the early months of 1958. Di 
Nondurable $ Billions | . By all indications, the annual rate of J ~ 
Shipments* ... $ Billions =| Dec. profits is now back at about the $45 
Durable Goods $ Billions billion rate that represents the h:s-|/j COR’ 
Nondurable $ Billions =| Dec. toric postwar peak. And this time - 
BUSINESS INVENTORIES, END MO.*} $ Billions there is very little illusory inventory 
: : profit in the total. As a consequence |] Re 


eosrmereenad paemeagan of the recovery in profits, the rate of 
Wholesalers’ $ Billions ‘ " my PLAr 
eee! ae retained earnings has risen to about yj —— 
— may ; $10 or $11 billion a year. This sug- 
so | gests that dividends are likely to rise 
moderately in 1959. 





CONSTRUCTION TOTAL.... $ Billions 
II. Skcihesceacindeoninncibetdiiiosnisiooninidionedtined | $ Billions | . - : B —_— — 


ces i | 
enema aa io ) 4 | PRODUCTIVITY—is now one of the| 
ce ceontetietohamideteatd | ' i key statistics of 1959. While employ- |B sc 

ment has risen only sluggishly out of | Mj Auto 

its 1958 trough, production and sales | Pore 
volume has risen sharply. Explanc- | 
EMPLOYMENT tion: output per manhour has advanc- 1 Freig 
Total Civilian .... Millions : 64,7 64.4 ed, perhaps more sharply than in any | Engir 
Non-Farm Millions ’ 51.4 52.6 earlier postwar year. Me Dem 
Government Millions q : 8.1 8.1 A lot more will be heard of pro- 
Millions 11.4 12.1 ductivity this year, thanks to the on- 

Factory Millions 12.0 12.4 coming steel negotiations. The unions 
Hours Worked «| Hours 3 . 39.9 39.4 will doubtless have a productivity cente: 
Hourly Earnings Dollars 2.17 2.10 calculation of their own ready for use |} —_— 
Weekly Earnings Dollars ; 86.58 82.74 in 1959 bargaining, and the figure, 

| will look high indeed. : 
PERSONAL INCOME* $ Billions 1 360 348 »~ * * § =6No 


Wages & Salaries «| $ Billions ’ 237 tas B] Issue: 
Proprietors’ Incomes .- | $ Billions q 58 55 THE FEDERAL BUDGET — if it goes |) 
Interest & Dividends | $ Billions : 30 through Congress as it was submitted, 
Transfer Payments .| $ Billions | : 23 it is a clearly anti-inflationary influ- 
Farm Income. $ Billions | ; 15 ence. Spending in fiscal 1960 (which 
| nienenuae begins July 1, 1959) is scheduled to 


| 


1947-'9-100 ’ fall about $4 billion below the rate 
ve | 1947-'9-100 in fiscal 1959, while receipts are ex- 
Clothing | 1947-'9-100 . pected to rise about $9 billion. If it 
aaa | 1947-'9-100 : all were to work out, the $13 billion 

deficit of fiscal 1959 would be con- 
MONEY & CREDIT verted into a balance in fiscal 1960 
All Demand Deposit | $ Billions But many of the areas where cuts 
Bank Debits*—g $ Billions are scheduled have ‘mportant ad 
Business Loans Outstanding—c $ Billions . vocates in Congress. A scheduled $400 
Instalment Credit Extended* $ Billions . . ; ‘ million reduction in national security 
instalment Credit Repaid* $ Billions . . spending is concentrated in foreign 
military assistance, an area where 
more, rather than less, is advocated 
by many. (International affairs, on 
the other hand, enjoy a foolproof 
cut of almost $2 billion, reflecting the 
end of capitalization payments to the 








Housing Starts*—a Th 
Contract Awards, Residential—b $ Millions 
All Other—b. $ Millions 
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FEDERAL GOVERNMENT 
Budget Receipt $ Billions 
Budget Expenditures $ Billions 
Defense Expenditures $ Billions 
Surplus (Def) cum from 7/1 ce $ Billions 
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UTLOOK | QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
scab slapiel 
In Billi: —Season i , 
2nt upon] jo Glens of Sofiae-S aly Atipatel, ob Aanuet Gate International Monetary Fund.) Hous- 
tainable “g ing takes a heavy cut — almost $1 
ds ond cca oa ——196F = 5 
9ds and SERIES iM i" ' nf billion — but the argument over 
1 revival |) Quarter GQuverter Querter  GQuerter restoration of most of this is already 
t clearly | —— i s. Farm price 
Y 1] Gross NATIONAL PRODUCT ............ 439.0 429.0 425.8 445.6 near way ho ee ye yh 
Personal Consumption. ........... 291.5 288.3 286.2 288.3 support is also cut a Se 
Private Domestic Invest. 53.7 49.2 49.6 66.7 farm bloc will doubtless shoot for a 
Ne: Foreign Investment 0.5 0.5 0.5 3.6 restoration. 
, Government Purchases. ...............c00c000 93.3 90.9 89.5 87.0 While the spendina side of the bud- 
»vidence |) AE eestor 53.4 51.9 50.9 50.9 eo ny “ties. i hatieniell 4 
hat thei ate & Local 39.9 39.1 38.6 37.8 get is almost universally believed to 
hout in be unrealistically low, the income 
OTR PERSONAL BOCCIIE ..n2cccccccccccsscccccccssccsece 357.5 349.8 347.3 351.8 : : 
: side m not be far wide of the 
Ithy re- |] Tay & Nontax Payments ...............04 43.5 42.3 42.3 43.1 id k me ti iI f h 
of 1958. Dis osable Imcome .occcesoccseeeewrseeeeeeen 314.0 307.5 305.0 308.7 mark. the estimate calls tor a sharp 
rate of a Consumption Expenditures ................ 291.5 288.3 286.2 288.3 rise in corporation income taxes, from 
q Personal Saving—d ..............c.ccescesssesees 22.5 19.2 18.8 20.4 about $17 billion in fiscal 1959 to 
the $45 bout $21.5 in fiscal 1960. In view 
he his- |p] CORPORATE PRE-TAX PROFITS ............ - 32.0 317 44.2 oe oe . 7 
is time ii et aS aes — 16.3 16.1 22.0 of the trend of profits this looks re- 
anti Mj 6 Cc’porate Net Profit - 15.7 15.5 22.1 alistic enough. Similarly the estimate 
' el . — — we 7 — yw of personal income taxes, of about 
, . ine TTRETRGRS § ncce o 0 cvcccccccccscccscccccces tamed p “the . ° ° 
a f te - | ‘ - $41 billion, seems in line with the 
) 4 ° ° 
, about ie T_& EQUIPMENT OUTLAYS .......... | 30.3 32.4 37.8 current behavior of personal incomes. 
P ba 
‘ i 
ws 8U¢-@ THE WEEKLY TREND * *  * 
to rise ; _ 
Week tetest Previews Your BUYING POWER— in the past several 
Unit | Ending Week Week Ago months, as consumer prices have re- 
—_— ——$_—___. $$ _ | ———— — — ee . . 
of the lf MWS Business Activity Index*..| 1935-'9-100 Jan. 24 | 303.5 3016 276.4 mained stable and wage incomes 
MWS Index—per capite* ...... 1935-'9-100 Jan. 24 2257 224.4 207.8 have continued to rise, the buying 
mploy- Steel Production .........scsesees % of Capacity Jan. 31 78.1 72.6 54.1 power of weekly earnings has begun 
out of | Auto and Truck Production....| Thousands | Jan. 31 153 160 131 climbing again, after a year of hesita- 
d sales | Paperboard Production ............ Thousand Tons | Jan. 24 293 306 267 . | f : ‘ h | | 
‘plana- | Paperboard New Orders............ Thousand Tons Jan. 24 289 270 237 tion. In RORY acturing, the ree varve 
PIGNG- |EF Electric Power Output’............ 1947-'49-100 Jan. 24 245.2 243.9 2268 (1957 basis) of weekly earnings has 
dvanc- | Freight Carloadings..............-.0+9« Thousand Cars | Jan. 24 586 550 572 climbed above $85, as compared 
in any |] Engineering Constr. Awards....| $ Millions Jan. 29 418 388 390 ith t F h 
I} Department Store Sales........... 1947-'9-100 | Jan. 24 | 105 116 100 with about $82 M yar a we re 
.f _ |B} Demand Deposits —c........ccesesesm $ Billions | Jan. 21 59.2 58.7 56.6 gains seem to lie ahead tor early 
pro Business Failures. ................cs000+ | Number Jan. 22 296 294 333 1959. 
he on- 
unions *Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
rar disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
Y centers. (na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
or use 
fi 
ore. THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
No. of 1958-59 Range 1959 (Nov. 14, 1936 Cl.—100) High Low Jan. 23. Jan. 30 
mH Issues (1925 Cl.—100) High Low Jan. 23. Jan. 30 100 High Priced Stocks ...... 273.9 189.7 273.9 272.6 
t goes |My 300 Combined Average .......... 448.2 283.9 448.2 445.4 100 Low Priced Stocks ..... 610.1 334.7 610.1 607.8 
nitted, | 4 Agricultural Implements ...... 384.1 196.5 373.6 «384.1 | 5 Gold Miming cesececscccssessssseee 962.8 530.5 9628 929.1 
influ-|M} 3 Air Cond. (53 Cl.—100) .... 129.9 87.8 129.9 129.9 4 Investment Trusts .......-.0-+. 190.6 144.4 1906 186.9 
‘which 10 Aircraft (‘27 Cl.—100) ....... 1252.4 982.2 1227.8 1227.8 3 Liquor (‘27 Cl.—100) .......... 1564.6 913.4 1519.4 1504.4 
led to 7 Airlines (‘27 Cl.—100) ....... 1239.5 638.8 1239.5 1209.5 2 ere 456.8 343.8 452.4 456.8 
> t 4 Aluminum (‘53 Cl.—100) ... 443.7 253.4 413.6 405.0 ff on 267.7 143.3 267.7 265.3 
rave 5 Amusements — ccccecsessseessessees 202.4 125.0 202.4 202.4 4 Meat Packing ......cscssseseee 224.0 123.6 222.0 2240 
re ex- 6 Automobile Accessories ..... 429.5 298.9 429.5 425.5 5 Metal Fabr. (‘53 Cl.—100) .. 193.6 138.1 193.6 193.6 
. If it UII, oncuiccecshcadioneen 100.4 40.8 99.4 97.5 9 Metals, Miscellaneous ....... 402.3 278.3 387.6 402.3H 
billion 4 Baking (26 Cl.—100) ......... 40.9 28.5 398 ES eee 1216.9 841.8 1205.2 1193.5 
a 4 Business Machines ............... 1317.2 898.2 1291.2 1278.1 I i alain 885.5 629.7 885.5 868.8 
» con ‘oS aaa 713.3 509.5 706.5 706.5 | 21 Public Utilities ....c...ccccss 351.8 258.9 351.8 348.4 
1960. [IE 4 Coal Mining ceecsccssscssscscccccceee 30.3 18.4 29.2 30.3H | 6 Railroad Equipment ............ 93.7 59.2 92.0 89.4 
e cuts 4 Communications 171.2 85.7 167.9 DED | Be CID aceecerceteceeen 76.7 43.0 75.3 73.9 
t ad 9 Construction _....... 161.8 107.5 160.3 161.8H GG yxy 628.6 445.6 628.6 617.1 
$400 re II» ices cenciinadnsiat 1142.6 707.3 1098.7 1087.7 | Bee Le OE ccceneeceone 415.4 249.3 415.4 415.4 
- 6 Copper Mining  .............+ 305.7 184.6 302.9 305.7H | © RT cnteteceemmnn 144.7 102.8 136.9 138.2 
curity 2 Dairy Products .......... 147.7 115.6 143.1 140.2 | 2 MIIIIID - sisalncieiinsiemaetiaiesiiaaaiiiagy 828.5 543.4 764.0 817.5 
reign 6 Department Stores 123.8 78.9 123.8 122.6 11 TV & Electron. (‘27 Cl.—100) 69.8 28.8 68.4 67.7 
where 5 Drugs-Eth. (‘53 Cl.—100) .... 425.2 217.2 403.5 391.5 5 een 185.4 106.9 185.4 181.9 
cated 6 Elec. Eqp. (‘53 Cl.—100) .... 279.4 195.8 279.4 274.1 DS Wires BG Baeee ccccsccsecccecseses 224.6 142.3 224.6 224.6 
j 3 Finance Companies 747.2 568.8 661.8 661.8 S Tobacco  .....ccccecc00e 188.1 110.9 188.1 186.5 
s, on 5 Food Brands 434.1 255.5 430.2 426.2 3 Variety Stores 350.9 239.3 347.6 344.4 
proof 3 Food Stores 279.6 182.2 279.6 271.5 20 Unclassif’d (‘49 Cl.—100) .... 251.6 145.4 249.3 249.3 
g the a 
io the H-New High for 1958-1959. 
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Trend of Commodities 4 


FUTURES MARKETS—Futures prices were mixed in the two week 
ending January 30. Wheat, cotton, lard, coffee, copper, hides, 
wool tops and zinc improved, world sugar, cottonseed oil 
lead, rubber and cocoa were lower while corn, oats an( ( 

soybeans were little changed. ; 
Wheat futures were strong in the fortnight ending Jan Jjt w 
nuary 30, with the May option adding 2% cents. The expor harv 
outlook appears to have improved and traders are hoping : 
that wheat impounded in the government loan will ab-or) more 
surplus supplies. Farmers had until January 31 to take™sDUSI) 
advantage of the loan. It is estimated that 464 millio man 
bushels of wheat went into the support program thro igh gins 
December 31 and that some 550 million bushels would haye 7? ti 
to be impounded in all to cause tightness in “free” supp ies” on : 
Oging 
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SPOT MARKETS—Sensitive commodities continued to give ground 
in the two weeks ending January 30 and the BLS index of 
22 such commodities lost 0.6% to close at 845, lowest level 
since May, 1958. The index is now back to the same point 
as it was a year ago, but its two principal components, foods 
and raw industrial materials have followed divergent courses 
during the period. Thus, foods are 9% below last year’s 
inflated levels while the index of industrial raw materials 
has risen 7% from a year ago, reflecting the business im- 
provement during the period. 

Among the rank and file of commodities, the BLS broad 
index has now climbed back to the high levels of 1958 with 
non-farm products setting new highs while farm items have 
been soft. 
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BLS PRICE INDEXES 
1947-1949—100 


All Commodities 


Latest 2Weeks 1 Yr. Dec.6 
Date Ago Ago 1941 
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Farm Products 
Non-Farm Products ‘ 1 
22 Sensitive Commodities 
9 Foods 
13 Raw Ind’l. Materials 
5 Metals 
4 Textiles 


92.0 
27.4 
84.5 
78.5 
88.8 
97.3 
76.9 


91.1 


127.2 


85.0 
79.3 
89.2 
98.0 
76.9 





93.7 


126.1 


84.5 
86.5 
82.9 
84.6 
78.6 


51.0 
67.0 
53.0 
46.5 
58.3 
54.6 
56.3 















MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 


Dec. 6, 1941—85.0 












1958 
154.1 
146.5 


1957 
166.3 
149.5 
150.0 


1953 
162.2 
147.9 
152.1 


1951 
215.4 
176.4 
180.8 


High of Year 
low of Year 
Close of Year 


1945 
98.9 
96.7 
98.5 












DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 













1958 
159.0 
144.8 


1957 
163.4 
153.8 
156.5 


1953 
166.8 
147.9 
166.5 


1951 
214.5 
189.4 
176.4 


High of Year 
Low of Year 
Close of Year 
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Farm equipments with 
interesting 1959 outlook 





oats ani (Continued from page 535) 
ding Jjanit w' ich has been forced to 
he expor'@hary. st record crops in place of 
vf neviag more 2nd newer machinery. This 
| te takembusiness is quite profitable to the 
4 millin@manw acturers, the profit mar- 
2 throughBoins »n parts and repairs subs- 
= — anti. ly exceeding those on ori- 
ae ginal equipment. 
=> 
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jrowing Export Market 


Sh pments to the export mar- 
ket | ive constituted a large por- 
ion { total farm equipment sales 
in re ‘ent years. With more favor- 
ble nonetary conditions and the 
stailishment of the European 
omnon Market, demand could 
9 s imulated. However, looking 
Mart .er ahead, the trend is for the 
om -stic manufacturers to set up 
fore gn subsidiaries and build ad- 
ditii nal overseas plants to satisfy 
he demand. Some firms are al- 
realy abroad, notably Deere and 
International Harvester, and Ca- 
madian-based Massey-Ferguson is 
ruly international in character. 


Non-Farm Lines 


Tie federal road building pro- 
ram is gaining momentum at 
long last, a 7% increase in gov- 
rnment outlays budgeted for this 
year. While Caterpillar Tractor 
is the giant in the earth-moving 
field, Deere, International Har- 
ester, Allis-Chalmers, and J. I. 
ase also manufacture equip- 
ment for such uses. 


Competitive Conditions 


Competitive conditions are not 
ubject to rapid change. The 
larger firms in the industry, with 
trong dealer organizations and 
factory branches, have become 
vell-entrenched over the years, 
and costly price wars and un- 
ettled competitive conditions are 
largely lacking. This is due pri- 
marily to the farmers’ nature in 
‘esponding to new, untested lines. 
hey tend to stay with equip- 
ment they know can stand the 
rough usage to which it is sub- 
pected. In addition, the dealer and 
factory branch organizations 
hich have been built up are 
ounted on by the prospective 
purchaser to give needed service, 
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OUR BASIC 
POLICIES 


FOR 
INVESTORS 





The customer's interest must come first. 

We make no service charges of any kind. 

We charge only the standard commissions of the New York Stock 
xchange, or those of any other exchange on which an order is 
executed. 

Our account executives are compensated on a salary and bonus 
basis rather than commission. 

We are prepared to help investors, large and small. We welcome 
their requests for opinion or advice, and we offer the help of our 
Research Department, without cost. 

Our officers and managers are available for consultation with all 
customers. 

If the firm or its officers have an interest in the securities of a 
company, we disclose that interest and indicate its general size 
in any printed report we issue on that company. 

No officer or employee is permitted to gain personal benefit from 
advance knowledge of any information that we publish about 
securities. 

Before we sell a security owned by the firm, we disclose to the 
buyer that we are acting as a principal and not as a broker or agent. 
Whenever we have a public offering of securities, no officer or 
employee can buy until customers’ orders are filled. 

To assure financial soundness, our capital will always exceed any 
requirements imposed on the firm. 

We publish an annual report in which the facts about our opera- 
tion are made public. 

We aim to provide the most efficient physical facilities possible to 


assure fast and accurate handling of all orders. 


Because we believe it is in the public interest for more people to 
own securities, we maintain a broad program of public education 


about share-ownership. 


Merrill Lynch, Pierce, Fenner & Smith Inc. 
Members New York Stock Exchange and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 


Offices in 112 Cities 















‘a INDIANA) 
GAS&WATER 


ree COM PANY Se 


DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 25¢ 
per share on the common stock 
of the Corporation, payable March 
1, 1959 to shareholders of record 
on February 16, 1959. 

H. G. HORSTMAN, President 


January 23, 1959 


GENERAL OFFICES: 
1630 N. MERIDIAN STREET 
INDIANAPOLIS 2, INDIANA 


Dividend Notice 


AMERICAN & 
FOREIGN 
POWER 

COMPANY INC. 


100 CHURCH STREET, MEW YORK 7, WY. 


The Board of Directors of the 
Company, at a meeting held 
this day, declared a quarterly 
dividend of 25 cents per share 
on the Common Stock for 
payment March 10, 1959 to 
shareholders of record at the 
close of business February 10, 
1959. 





H. W. BaLcooyen, 


Executive Vice President 
and Secretary 


January 30, 1959. 








CROWN CORK & SEAL 
COMPANY, INC. 
PREFERRED DIVIDEND 


The Board of Directors has this day declared 


the Regular Quarterly Dividend of fifty cents 
per share on the $2.00 Cumulative Pre- 
ferred Stock of Crown Cork & Seal Company, 
March 16, 1959, to stockholders 
of record at the close of business February 16, 
1959 


Inc., payable 


The transfer books will not be closed. 
EVERETT B. WEBSTER, Secretary 


1959. 





January 


WILL YOU SMOKE MY 


NEW KIND OF PIPE 
30 Days at My Risk? 


New principle that contradicts every idea 

you’ve ever had about pipe smoking. I guar- 

antee it to smoke cool and mild hour after 

hour, day after day, without rest, without 

bite, bitterness or sludge. Prove it toyour- 

self. Smoke a new CAREY PIPE with- 

out a cent of risk on your part. Send . 

name now for free facts. No obligation. Write: E. A.CAREY, 
1920 Sunayside Ave., Dept. 00Q0, Chicago 40, illinois 


and such organizations are not 
easily established. 


Earnings Prospects 


Almost without exception, 
farm equipment makers reported 
higher earnings in fiscal 1958. 
The outlook in the current years 
favors a repeat performance on 
the combined strength of do- 
mestic demand and increased ex- 
ploitation of foreign markets 
through branch plants. 

Most manufacturers did not 
raise prices in response to the 
hike in steel costs, but with a 
round of wage increases to ab- 
sorb additionally, price increases 
averaging 6-8% should be effected 
by those not already having done 
so. With greater volume and 
higher prices, earnings compari- 
sons will be favorable. 


Investment Discussion 


The operating climate for the 
agricultural equipment makers 
is an auspicious one. The indus- 
try presents a broad range of op- 
portunities to investors of various 
objectives, but far and away the 
most attractive shares currently 
are Deere, the top quality com- 
pany in the field, J. I. Case, and 
Massey-Ferguson, both more 
speculative, but with bright pros- 
pects for improved earnings. 

Deere, second largest in the 
farm equipment industry, has 
consistently turned in the best 
operating margins. Its earnings 
record, during the past decade is 
excellent, averaging about $4.60. 
During this period, dividend pay- 
out has averaged slightly over 
40% of earnings. Deere’s busi- 
ness almost exclusively is devoted 
to farm tractors and implements, 
only about 6% of total sales in 
fiscal 1958 going toward “off- 
farm” tractors and light machin- 
ery and less than 2% into che- 
mical products and military prod- 
ucts. Deere’s fine performance 
can be traced to a strong dealer 
organization and the steady de- 
velopment of new products. Since 
1951, Deere has regularly (with 
the exception of one year) in- 
creased its share of the market to 
the point where it now accounts 
for close to a quarter of total 
farm equipment sales. This seems 
testimony enough to the position 
and quality of Deere in its indus- 
try. While heavily represented in 
the growing foreign market 
through subsidiaries operating 


in Canada, Mexico, South Amer 
ica and Germany, the accounts ¢ 
the latter companies are not con 
solidated unless dividends are rr 
ceived, although the losses incur 
red by them are consolidated int 
company accounts. 

These companies should r¢ 
present a source of future income 
as should the operations of Joh 
Deere Credit Corp., established 
in November, 1958 to 
dealer transactions. 

The Chemical Division pro 


duces and markets nitrogen ferl 
tilizer and feeds, and manage 1 tj 


increase its sales and earn ngg 
last year in spite of over-suppl 
in that particular market and ex 
tremely favorable growing «on 
ditions. Deere sales are uniler 
stood to be running 15% ahea 
of last year and earnings i 
excess of $7 are not at all un 
likely this year with $2.375 th 
minimum dividend expectation. 


The J. I. Case story might bj 


termed a story of one individua 
in this case Mr. Marc. Rojtman 
The dynamic and enterprising 
president of this company ha 
been instrumental in Case’s suc 
cess, from the merger with Amer 
ican Tractor Company in 1957 
(where he had done a similarly 
astounding rehabilitation job) t 
the adoption of revolutionary er 
gineering concepts, (utilization 
of German tank automatic trans 
mission to tractors) and ener 
getic salesmanship. In the pas 
two years, Case has flown its 
entire dealer organization int 
Phoenix (in the early part o 
fiscal 1958) and Nassau (in fisca 
1959.) Both of these presenta 
tions proved highly successful it 
terms of orders booked and, it 
the case of Phoenix, sales actual 
ly achieved. Case management has 
estimated that earnings could 
reach $2.25 this year and possibly 
climb to as high as $4 in 1960, 
barring unforseen developments 
such as protracted strikes. Cas 
is also an important factor it 
industrial equipment, with sale 
to this market of $48 million it 
1958. After an impressive post 
war earnings record, Case ex 
perienced difficulties in the 1950's, 
with deficits incurred in 1954 and 
1956. However, since the merge! 
with American Tractor, which 
gave Case strong industrial re 
presentation, the company’s for: 
tunes have improved materially 
and the earnings outlook is 
bright. Dividends are an unknow? 
quantity, but with approximately 
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h AmeMS3 million of unrestricted re- 


ounts gamtained earnings and higher earn- 
not conmings in prospect, there is a chance VS 
s are ramtor some distribution this year. . 


os incwka Caterpillar Tractor is the leading 
uted inmamanufacturer of earthmoving 
Mmachinery, such sales accounting 


yuld vemfor about 90% of the total. Op- The stock market is now un- °'58’s Three Most Active Stocks 
> incomemerations have been hampered comfortably similar to the ill- What did the three “most active” 
of J ohm rece!) ly by strikes and the re- starred market of 1929. Fact stocks of 1958 have in common? 
ablishegmecession, but the increasing out- or fantasy? Which stock set the largest vol- 
finanqglays for the federal highway ume mark in twelve years? The 
Sprogram should have a favorable The stock market is setting the ee EYCH ANGE 
on prom effect On earnings, which are pace for the rest of the econ- ——— 0 a rue - eumnnan 
gen fermestim ited to have declined to omy. Fact or fantasy? Magazine reveals the answers 
nage | tjparou! 1 the $3.50 level in 1958. ; and also presents an enlighten- 
earn ngagcom tition is growing in this Stocks are for the few—the ing summary of who’s in and 
r-su)ph field, .owever, and the shares can public can’t handle the prob- who's out of the 50 “most active” 
and exaghard » be considered reasonably lems of investing. Fact or category. 
ing © value | currently on anything but fantasy? 
~~ ler a lor range oe . . 7 The Strength of Hercules 
% abead Int rnational Harvester is the In the February issue of THE “Born on the courthouse steps” 
ings igglarg::t company in the farm EXCHANGE, these and otherareas jn 1912, Hercules Powder Com- 
all unmequi) ment field, measured by of public interest are micro- pany has come a long way since 
375 th@gtotal sales, although only about scoped by G. Keith Funston, ts black powder and dynamite 
ctation.ga tiird of its sales comes President of the New York days. Writing in THE EXCHANGE 


night bgfrom: that source. It might Stock Exchange, in a penetrat- 
Jividualbe .onsidered the only “full 
tojtmangline company in the field, 
rprisinggsince it also is an important 
any haggmauufacturer of earthmoving 


Magazine, Albert E. Forster, 
ing article entitled “Facts vs. President and Chairman, dis- 
Fantasies.” Mr. Funston sets cusses the growth of his com- 
the record straight with irre- pany since the day the Federal 


se’s sycmequipment and a major producer futable facts. Court split the du Pont Com- 
h Amerof light and heavy trucks. It is pany’s explosives operations into 
in 1957mthis end of its business which The All-important three parts. His article, “Re- 
imilarlypheld back earnings last year. American Housewife search Paces Diversification,” 


job) tmHowever, its heavy trucks have 


: outlines the scope of current 
nary enn recent years taken a greater 


The American housewife is di- 


ilizatiomgproportion of the market. About rectly responsible for spending OPerations eoste cyst — 
ec transmls% of sales comes from the 75 to 80% of the average fam- %'OWth philosophy that gives 
d ener™earth-moving and materials-hand- ily’s income. She’s the most im- Hercules strength. 

he pas ling lines, the company having portant person in U.S. business. All this — and more — is in just 
own itaggained its position in these mar- But, when it comes to the vital one edition of THE EXCHANGE 
on intasxets by various acquisitions of decisions on investments which Magazine. And for only $1.50, 


part o@eoMpanies and manufacturing may help finance the family’s you can enjoy 12 issues — a full 
in fiscamights since 1952. Harvester is , vi 
resentamutegrated in that it operates its 
ssful imgeWn coal mines and steel-making 
and, impacilities, and the company is well 
; actualgeePresented in foreign markets. 


future, she feels that it is year of interesting, informative 
strictly the man’s province. In reading about market trends... 
“What Every Wife Should new developments... investing. 
Know,” THE EXCHANGE presents Fill in coupon below and begin 


nent ha: he stock is worth retaining for the reasons why the average your subscription with the 
s could he longer term. housewife is qualified to—and February issue. Do it now! THE 
possibly Minneapolis Moline and Oliver should —take an active interest EXCHANGE Magazine is not sold 
in 1960M¢°rp. are smaller factors in the in the family’s investments. at newsstands. 


opment#earm equipment field. Oliver has 
2s. Cas@ead the more impressive record 
ctor it of the two, but earnings barely _ —=— P 
th salemeovered the $0.60 dividend last 


‘lion ingyear. Its products also include I THE EXCHANGE Magazine, Dept. 7 
ve postgearth-moving equipment, but the ~ 11 Wall Street, New York 5, N. Y. 
ase exaprimary attraction in the shares ay : Enclosed is $1.50 (check, cash, money 
>1950’smles in its large discount from 5 > order). Please send me the next 12 issues 


954 and’orking capital and book value, S$ 92> of THE EXCHANGE Magazine. 
mergemper share. | 
which, F. E. Myers is a manufacturer of 
rial re@arm pumps with a long record 
y’s for##f rather stable earnings and 
iteriallyvicends. Its prime investment 
ook isttraction is fairly assured in- 
nknowneome, the shares currently selling L_____————————————--—- 
‘imatelyp2 @ 5% yield basis. END 
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Common Dividend No. 157 
A dividend of 62'2¢ per 
share on the common 
stock of this Corporation 
has been declared payable 
March 16, 1959, to stock- 
holders of record at close 
of business February 27, 
1959. 
C. ALLAN FEE, 

Vice President and Secretary 
February 5, 1959 














PHELPS DODGE 
CORPORATION 


v 


The Board of Directors has 
declared a first-quarter dividend 
of Seventy-five Cents (75¢) per 
share on the capital stock of this 
Corporation, payable March 10, 
1959 to stockholders of record 
February 20, 1959. 


M. W. URQUHART, 
Treasurer. 


February 5, 1959 























RIO GRANDE VALLEY 
GAS COMPANY 
Brownsville, Texas 


DIVIDEND No. 40 


The Board of Directors has declared 
a quarterly dividend of four cents per 


share on the outstanding common stock 

of this corporation payable March 16, 

1959 to stockolders of record at the 

close of business February 13, 1959. 
W. H. Meredith 
Vice President 


February 2, 1959 





For ONLY $5.00 A YEAR 
The Mutual Fund Reporter 


Gives All Mutual Fund Sales, Purchases & Holdings. Same 
inf ion is ilable elsewhere for $30-$65 a year! 





Since we cover only Mutual Funds we can include 
this as a regular feature! Fund activities are guided 
by the world’s most experienced Bankers & Advisors 
ind their activities often foreshadow market changes. 


We now devote a separate supplement to these changes 
lue to popularity of this dept. ALSO, reports on all 
Funds, Articles, the how-and-why of mutual investing. 
Please mention name of paper in which you saw this 
ad. Issued monthly. Send check to: The Mutual Fund 


Reporter, Box 364, Fair Haven, New Jersey. 
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Impact of FORD’S re-entry into 
AUTO FINANCING 





(Continued from page 519) 


instability of the latter, but the 
extension of average loans over a 
thirty-month, and now increas- 
ingly a 36-month, period tends to 
even out the peaks and valleys in 
automobile sales. Accordingly, if 
a company has the size and pres- 
tige, as Ford certainly does, to in- 
augurate a new financing subsid- 
iary with an immediate prospect 
of acquiring a substantial volume 
of high-quality receivables, and 
can do this primarily with bor- 
rowed funds rather than with 
cash drained from its manufac- 
turing operations, this would look 
like a well-directed venture. 


To Bolster 1959 Earnings? 


The timing of this step may 
also be regarded as just a hint 
that 1959 is expected to show con- 
siderably less than full recovery 
in sales and earnings. The Ford 
prestige has obviously suffered 
from the long-persisting relapse 
of its stock below the 1956 offer- 
ing price and its decline in earn- 
ings, which, despite a cheering 
fourth quarter, cut 1958 net to 
$.75 per share. This dissatisfac- 
tion is reflected in a tangible way 
by the steady reduction in the 
number of shareholders, a sharp 
contrast with the mad scramble 
to subscribe to odd lots at the 
time of the offering. While this 
reaction hardly threatens the 
Ford family’s tight control of the 
company, a long list of happy 
stockholders must be regarded as 
a much-to-be desired aid to public 
relations and sales volume. Thus, 
any program to stabilize earnings 
would be particularly important 
just now. 

The merit of a large financing 
affiliate in smoothing out the fluc- 
tuations inherent in manufactur- 
ing operations can be illustrated 
in a specific way by General Mo- 
tor’s experience. Although this 
company has not had as rough a 
time as either Ford or Chrysler 
during the past half-decade, net 
income has nevertheless declined 
more than comfortably from the 
1955 peak. Net income of the Ac- 
ceptance Corporation, on the 
other hand, has increased steadily 
every year since 1952. The sharp- 
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est increase was between 1955 














ly h 















and 1956, for each particularly ™ chat 
good manufacturing year wil|Mpan: 
give finance earnings a stimulus § such 
that will last for several vears,@ bark 
mn MB Sific: 

= tive 
Annual Net Income for Recent years by rem: 
Ford, General Motors and G.M. 
Acceptance Corp. ali 

Ford G.M.* cmac gg FON 
(millions of dollars) Ww m 
1958 96 700E sor cred 
1957 283 844 % | Co 
1956 237 847 6 Boalt 
1955 437 1,189 sa 
1954 228 806 34 Je ness, 
1953 166 598 29 @ prox 
1952 117 559 n Bwhil 
1951 126 506 7 Bite 
1950 260 834 3 Boe 
*Includes earnings of GMAC NESS ; 
E-Estimated C.L7 
= prog 

cent 


This is a benefit which Ford n ust 
have regarded enviously in the 
difficult year of 1958. 

While its own credit subsidi an 
should thus help to stabilize F or 
earnings, it is unlikely that it vil 
contribute to sales volume as 3 


merchandising tool. Financing arf 


rangements obviously play a 1 eg§ 
ligible part in influencing the 
choice of new cars. Moreover, the 
government surveillance de 
scribed would prevent Ford’ 
credit unit from adopting up 
usually agressive methods. Thus 
Ford’s competitive position vis-a 
vis other motor manufacturer 
does not seem altered by its con 
templated program. 


Impact on Other Finance 
Companies 


Other finance companies aré 
however, in a more vulnerable 
position. C.LT., partly as a hold: 
over of its Universal acquisition 
has been doing an estimated 30% 
of its business (nearly half of its 
total automotive business) with 
Ford dealers. This has not beet 
in any way secured by contrac! 
and, similarly, Ford will not b 
able to apply any pressure to wo 
its dealers away from their exist 
ing relationships. Nevertheless 
this portion of C. I. T.’s loans 1s 
certainly in danger of erosion 
GMAC apparently does abou! 
two-thirds of the total financing 
for General Motors, and the los 
of the same proportion of th 
Ford business by C.I.T would cu 
earnings perhaps 25%. Eros'ol 
is, however, a gradual process 
and before this much damagé 
could be done C.I.T. will certain 
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ly have looked for other profitable 
channels of investment. The com- 


ir willpany, perhaps anticipating some 
timuluys i such b'ow as this, has already em- 
years, barked on the path toward diver- 
ae a, sification, a'though the automo- 
~~ @tive proportion of its receivables 
- b5y Bremains relatively high, at 68%, 
and lags considerably behind 
cma Comn ercial Credit in its entry in- 
- Sto ma iufacturing and other non- 
soe credit activities. 
4% | Con mercial Credit has enjoyed a 
> Phealt! » share of the Ford busi- 
34 fpness, out Chrysler has been of ap- 
29 @ proxi iately equal importance. 
2 @Whik the proportion of automo- 
nd S\ile tf 1ancing to total credit busi- 
ness s about the same as for 
C.1.T . Commercial Credit has, by 
—— — prog ‘ssive diversification in re- 
cent ears, reduced the share of fi- 
rd n Us ianc: subsidiaries to its total in- 
in the .ome to about 60%. Thus, Ford 
oie deale s cannot have contributed 
sidi UH more than 15% —20% of its net 
ze F ri incor ie, and the impact of Ford’s 
Cit Vile eer ry into the financing fie'd is 
1€ 43 Mikel to be pretty well diluted in 
CINg aMBthis case. 
yaleee 
ng the . ‘ ‘ 
ver, the § New Anti-Trust Action Likely? 
nS Ona broader scope, this step by 
ng uD Ford could reopen discussion of 
Thus the ontroversial subject of fac- 
n vis-ameory elated finance companies. 
cturersco™ ercial Credit also belongs 
-._ ,..mto this group, as it has had close 
its con: 
relations, and between 1934 and 
1938 a financial connection, with 
— Chrysler. In 1936, partly on the 
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instigation of the independents in 
he sales finance field, the Depart- 
nent of Justice indicted the Big 
hree motor manufacturers and 
heir affiliated finance companies, 
MAC, C.1.T. and Commercial 
‘redit, on charges of restraint of 
rade. Ford and Chrysler quickly 
ave in and signed consent de- 
rees, agreeing to sever all re- 
ationships with their respective 
hance organizations. General 
loturs elected, however, to fight 
he charges, and it was only final- 
y in 1952 that a compromise set- 
lement was reached, under which 
he government’s demand for di- 
‘orcement was dropped, but GM 
euaranteed that its dealers should 
be free to patronize any finance 
omnanies, while it would not 
ver recommend GMAC to them. 
Tie decrees signed by Ford 
ind Chrysler provided, however, 
that they should not be binding 
f the same restraints were not 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities 
The offer is made only by the Prospectus 


2,900,000 Shares 


Universal Oil Processes, Inc. 


(Name to be changed to Universal Oil Products Company ) 


Capital Stock 


(Par Value $1 Per Share ) 


Price $25 per Share 


Copies of the Prospectus may be obtained in any State only 


from such of the several Underwriter 


s, including the under- 


signed, as may lawfully offer the securities in such State 


LEHMAN BROTHERS 


SMITH, BARNEY & CO. 
MERRILL LYNCH, PIERCE, FENNER & SMITH 


February 5, 1959 


Incorporated 





imposed on General Motors. Thus, 


General Motors’ partial victory 
now gives Ford the right to re- 
establish its own sales finance 
subsidiary. 

As presentiy interpreted, the 
Anti-Trust Laws certainly do not 
prohibit manufacturer-controlled 
finance companies, provided the 
restrictions on dealer coercion, 
indicated above, are observed. 
Since Ford’s proposed new subsi- 
diary will represent an entirely 
new operation, it would be diffi- 
cult to claim that it tends to create 
monopoly. Nevertheless, the in- 
dependent sales finance compan- 
ies, to whom the three majors 
leave only about 35% of the total 
automobile business handled by 
finance companies, quite natural- 
ly feel that the factory-related 
credit companies deprive them of 
a fair chance for the business. A 
Senate Antitrust and Monopoly 
(Kilgore) Committee in 1955 
agreed with this complaint, and 
certainly no weaker position is to 
be expected of the current more 
solidly Democratic Congress. It 
could be, therefore, that Ford’s 
announcement will prompt a new 
‘ampaign for the complete sep- 
aration of automobile manufac- 


turing from the financing of re- 
tail purchases. 

This, of course, is pure surmise. 
On its face the new develapment 
suggests that Ford will enjoy a 
slight benefit from the stabflizing 
effects of its finance subsidiary’s 
earnings, and perhaps a greater 
boost in stockholder morale. 
Other motor companies are not 
likely to be materially affected. 
Finance companies, however, will 
feel the increased competition, 
and C.I.T. is likely to suffer tem- 
porarily, until alternative outlets 
for the utilization of its resources 
are found. END 





What 1958 Earnings 
Reports Reveals 





(Continued from page 516) 


gins are beginning to weaken af- 
ter several years of steady in- 
crease. 


Summary 


Because these groups took the 
full brunt of the recession we 
have concentrated on essentially 
heavy industries. Moreover, there 





549 
























are few surprises in the more 
stable groups. A glance at the ac- 
companying table will show that 
such stalwarts as National Biscuit, 
and Sunshine Biscuit performed a- 
bout as expected. Philip Morris, in 
line with the rest of the tobacco 
industry performed well, con- 
tinuing the improvement it has 
shown steadily since a new man- 
agement team took the company’s 
reins. 

About the only real surprise 
was the much better earnings re- 
ported by the meat packers, such 
as Armour & Co., which scored a 
healthy rise to $1.19 per share 
from 72¢ per share in 1957. 

In Part II of this report, which 
will appear in the next issue of 
The Magazine of Wall Street we 
will appraise the reports and pro- 
spects for other important com- 
panies, including the major mo- 
tors, oils, papers and other key 
industrial groups. It should be 
pointed out that in large mea- 
sure the ultimate strength of 
these industries will determine 
the vitality of the steel industry 
— and will hold the key to in- 
dustry’s capital spending plans in 
1959. In turn, these factors will 
decide whether the fourth quar- 
ter earnings recovery, impressive 
at it was, will continue — or will 
prove to have been just a flash 
in the pan. The importance of 
this question for the level of stock 
prices cannot be overstated END 





The Cold War on the 
Domestic Economic Front 





(Continued from page 512) 


without pay lost an estimated 
$5 million — the combined 
wages of 17,000 payrollers a- 
bout 90 per cent of whom 
weren’t asked whether there 
should be a strike or on what 
basis it should be settled. 
“The cost outside the news- 
paper business has been in in- 
calculable millions of dollars,” 
said Chairman Barney G. Came- 
ron of the Publishers Association 
of New York. “The effect of the 
strike has been felt in industry, 
trade, cultural life, and almost 
every element of our society.” 
This does not overstate the 
case. Theaters unable to pub- 
licize their billings suffered a 
50 per cent cut in box office in 
Greater New York. Print paper 
manufacturers dropped $820,- 
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000 a week. Department stores, 
especially those relying on 
heavy telephone business, fur- 
loughed most of their tele- 
phone operators. No ads; no 
calls, 

To the extent that internation- 
al unions were called on to con- 
tribute, locals all over the nation 
paid for a strike in New York 
City. American Newspaper Guild 
ladled out $100,000 a week. ANG 
financial officers protested they 
were going broke in the process 
and raised dues to five per cent 
of the weekly paycheck of its 
members. 


And No Gain For Workers 


Here is the point that can- 
not be stressed enough in pres- 
enting to the rank-and-file of 
union workmen the cost they 
pay for the arrogant bravado 
of their “chiefs”: The offer 
that ended the strike was the 
same one that had repeatedly 
been made by the publishers 
to the union, and twice formal- 
ly rejected. 

The Rev. William J. Smith, 
director of St. Patrick’s Institute 
of Labor Relations, Jersey City, 
N. J., issued a statement that the 
strike could not be “morally jus- 
tified.” An eminent, respected 
authority in the field of labor, 
Father Smith placed his finger on 
the weakness which the Smathers- 
Chelf proposals and like measures 
would cure. He said: “To date, 
no law, board or code has been 
established to prevent such 
strikes.” Then he offered a list of 
five conditions which must be 
met, he said, if any strike is to 
have moral justification. The 
guides are: 

1. The cause must be just. 

2. The means used in the ex- 
ecution must be morally good. 

3. The good anticipated from 
the strike must be at least equal 
to or exceed the damage that can 
be anticipated. 

4. There must be a solid hope 
of success before action is taken. 
5. The strike is a last resort 
to be used only when every other 
means of peaceful settlement 
either failed or proved futile. 

Point 5 will be recognized as 
the heart of the bills due to come 
before Congress. 

Before leaving the subject of 
newspaper strikes in New York 
City (the most costly one ran for 
17 days in 1945), some of the 









economic damage suffered } 
unions last December may be ey, 
amined with interest. The data 
more comprehensive than most 
is certain to engage the atte. 
tion of Congress. 





Union Treasuries Emptied by 
Strike Benefit Payments 


While publishers were of’set 
ting against their losses, pavrol 
money which was not disbu) sed, 
and $2 million worth of nows 
print paper saved, the union; 
most of them not involved in the 
labor dispute — were dip ding 
into their treasuries in painfy 
depth. Some were literally sc rap. 
ing the bottom of the till fo 
money to pay members “str ke’ 
benefits. These are the “inno :en! 
bystanders” Smathers and Chel 
hope to save from their picket 
happy leaders. 

The International Typo;:ra’ 
phical Union thinned its bank} 
account for between 2500 ani 
3000 idled members — $83.8) 
a week for heads of families 
$63.50 for single men, The 
stereotypers union distributed 
about $50,000 a week among 
100 members whose union 
pledge forced them to obey the 
picket line block, The photoen-) 
gravers union with $126,000 inf 
its treasury when the strike} 
began had to ask the interna 
tional union to advance $50 3 
week to each member, making 
the weekly benefit $87.50. Pa- 
per handlers went to their in- 
ternational union and wangleé) 
$25 a week in order to pay 35!) 
idled men $50 a week. The 
mailers union members receiv) 
ed $72.70 — all of it by tapping 
the international. ; 
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Hoffa’s Contempt For Congress 












Tied in with the economic costs 
of strikes but inestimably mor 
damaging from the standpoint @ 
national safety was Hoffa’s decla 
ration of war on the New Yor 
City Police Commissioner’s labo! 
policy. This obviously was a gim 
mick on Hoffa’s part to dramatiz§ 
his announced plan to bring staté 
and municipal workers into th 
teamsters’ union. But he made! 
fatal blunder. When he boldlj 
proclaimed that police station 
and fire houses would be picket 
ed, essential supplies would nog 
be delivered by the teamster 
union, the public awakened to 
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THE PRESIDENT’S PROPOSALS FOR LABOR — MANAGEMENT LEGISLATION 






business with other persons; and inducement 
of individual employees to refuse to perform 
services with the object of forcing their em- 
ployers to stop doing business with others. 


To make it illegal for a union, by picketing, to 
coerce an employer to recognize it as bargain- 
ing agent, where the employer has recognized 
another labor organization in accordance with 
law, or where a representation election has 
been conducted within the last twelve months 
or where it cannot be demonstrated that there 
is sufficient interest on the part of employees in 
being represented by the picketing unions. 


To authorize the National Labor Relations Board 
to decline to take cases where the effect on 
commerce is insubstantial and to permit state 
agencies to act in these cases. 


the prohibition barring certain 
strikers from voting in representation elections, 
leaving their voting eligibility to the National 
Labor Relations Board for determination. 


To authorize the board under certain conditions 
to certify building and construction trades unions 
as bargaining agents without an election. 


To allow the board to speed up representation 
elections without prior hearings, where no sub- 
stantial objection is made. 


To extend the non-Communist affidavit to em- 
ployers as well as unions. 


To make clear that parties to a collective bar- 
gaining agreement need not negotiate during 
the life of the agreement, unless the agreement 


To authorize the President to designate an act- 
ing general counsel of the board when vacancies 


To require that the board be bipartisan in com- 
position by providing that not more than three 
members be of the same political party. 





ry be ex 
he daty 1. All unions to file detai i - 
; s to file detailed reports with the De 
an Most partment of Labor, to furnish information on 
e atteg their financial operations to their members and 
such reports to be open to the public. 
ed by 2. All unions to file with the Labor Dept., copies 12. 
nts of their constitutions, bylaws and procedures. 
3. All unions to be required to keep proper records 
e of set which are open for examination by government 
» parol and union members. 
isbu) sed; : 
f news Unions and employers to report any payments, 
nion; transactions or investments which create con- 
d in the flicts of interests or interfere with statutory rights 
dip ping of members and employees. - 
pai atu 5 To require that union officers administer union : 
ly Sc cap. funds and property solely for the benefit of the 
till for union members and to make this duty enforce- 
“str ke’ able in any court in a suit for an accounting by rig 
inno :en! the union or by members. 14. To eliminate 
id ( ~ é Unions to observe minimum standards for elec- 
te tion of officers, including periodic elections, sec- 
ret ballot, the right of any member to run for 
YPo; Tag office and a ban on use of union or employer 15. 
ts bank funds to promote candidates for union office. 
900 and . i ; 
. $88.8) Unions to observe minimum standards in super- 
‘amilies vision and control of subordinate bodies; such 16. 
mn. The control to be limited to correcting corruption or 
tributedl disregard of democratic procedures. 
among 8. The administration of this legislation to be vested 17, 
union in the Secretary of Labor, with appropriate and 
bey thei adequate authority to compel compliance. 18 
hotoens Criminal penalties for wilful violation of the 
6,000 _ act, concealment or destruction of records, bri- 
strike™ bery between employers and employee repre- so provides. 
“tS sentatives and embezzlement of union funds. j9 
making | 10. Present remedies under state or Federal law to 
50. Pa be preserved for union members. occur. 
heir in§] 11. To amend the secondary boycott provisions of 20. 
vangleé the National Labor Relations Act, so as to cover 
pay 35) direct coercion of employers to cease doing 
k. The 
receiv) 
tapping) . ; , epee — . 
‘peril greater than that imposed might as well move right into the 


| by the cold war and the conquest 





sof outer space. 

ross If he were to succeed in or- 
, |) ganizing the policemen and the 
1¢ COSS) firemen and placing them un- 
y more der his code, the decision 
oIN' Cy Whether property and lives 
sdeclé§ might be saved from destruc- 
w Yor) tion would rest with Hoffa. By 
'S laD09 the single command, ‘ Strike!” 
a SI) he would be in a position to 
ama‘! turn the United States into a 
ig st -- lawless jungle that would make 
nto \. ) the Cuba of 1ecent days appear 
bold idyllic in comparison. The Pres- 
, fi ) ident of the United States and 
tatloNy the armed forces at his com- 
picket] mand would be rendered power- 
uld nf less by the expanse of the 
amster crisis. 
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In that situation, Jimmy Hoffa 
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White House. But he wouldn’t: 
his palatial teamsters union build- 
ing is a more modern, better 
equipped and a more costly struc- 
ture than the White House itself! 
Then, too, it looks down upon the 
Senate and House chambers lit- 
erally, and possibly in other re- 
spects. 

Has Hoffa taken “one step 
backward, in order to take two 
steps forward” in imitation of 
the Communist formula? Yet 
it would be grievious error to 
overstate the extent of this re- 
treat. He backed down on calling 
a national convention to “ratify” 
his dictatorship over the team- 
sters union. That ducked a test of 
authority between Hoffa and the 
Federal judicial system. He can- 





celed his challenge to law, order, 
and public safety which was im- 
plicit in the plan to picket the 
protection departments of New 
York City. But the simile of the 
wounded jungle beast is apt, for 
people of the Hoffa stripe are 
most dangerous when they have 
been badly, perhaps mortally, 
hurt. 

Congress this time was quick 
to respond to the threat. While 
the Smathers-Chelf approach 
seems made-to-order to put down 
Hoffa’s ambitious ex pansion 
moves as they arise, Senator John 
McClellan of Arkansas, invited 
his colleagues to join him in see- 
ing to it that they do not arise. 
The Chairman of the Labor 
Rackets Committee has prepared 
legislation to prevent the team- 
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sters from making alliances with 
any other transport unions, and 
indicated he looks favorably upon 
the even stricter proposal that 
none but teamsters (vehicle driv- 
ers and helpers) be permitted to 
join the union Hoffa now heads. 
The latter approach was suggest- 
ed to the Kefauver Committee’s 
opening session this year, by Ed- 


win G. Nourse who was chairman 


of the Council of Economic Ad- 


visers in the Truman Administra- 
tion. Its effectiveness is imme- 
diately apparent. 

Meanwhile Hoffa’s purpose is 
made clear in his call to IBT 
members to launch public em- 
ployee organizing campaigns this 
year: “It is high time that in- 
formal understandings, verbal 
and written, which exist in too 
many governmental agreements, 
be eliminated and replaced by 
strong, positive union contracts. 
Our International Union nego- 
tiates such contracts.” 

We single out Hoffa because 
we believe him to be the most 
dangerous individual in our 
country today. Dangerous to 
the sound expansion of our econ- 
omy — the well-being of the 
union worker — and to main- 
taining our free system of gov- 
ernment. All labor excesses seem 
to be concentrated in the activi- 
ties of this single union leader. 
And there is no question that if 
we clip his wings the entire 
labor movement will benefit and 
be reestablished on the sound 
basis and goals of Samuel Gomp- 
ers, its founder — for the benefit 
of the workers — so that they 
can benefit financially and econ- 
omically — be subject to no 
man, and retain the freedoms to 
which they are entitled as citi- 
zens of these United States. 

Our country stands at 
cross-roads economically and 
politically. That Mr. Hoffa _be- 
lieves this to be so, is clearly 
evidenced by his hot pursuit of 
every advantage — his testing 
of every opening that leads to 
personal power. And the _ in- 
adequacies of the labor law are 
his opportunity. 

The struggle against this cold 
war at home must be resolved, 
if we are to have the strength 
needed to win the cold war 
abroad. 

With a large number of major 
labor contracts expiring in 1959 
(negotiations have already be- 
gun on several of them) Con- 
gress must act with firmness 


the 
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and speed if it 
shut-downs, 


looming on the horizon. 
won’t be too soon. 


That is the challenge the new 
Congress faces today. Are they 
Or 
will our law-makers give us the 
legislation necessary for surviv- 
al? That is the question of the 


going to bicker and stall? 


hour. For history will be made 
by the 86th Congress, and future 
generations will know where 
and upon whom the blame falls 
if Congress is remiss in this 
crisis in our affairs and in 
stabilizing our ship of state. END 





A Steel and A Rail 





(Continued from page 532) 
Near Term Prospects 


Barring the upsetting factor of 
a prolonged interruption in pro- 
duction due to labor difficulties, 
the near term prospects for Big 
X are good. Operating at an aver- 
age yearly rate of around 64% 
in 1958, the company showed 
earnings on the common stock of 
$5.13. Operating at an anticipated 
70% to 75% in 1959, and adjust- 
ing for an increase in capacity, 
it seems entirely possible that 
earnings of $8.00 could be achiev- 
ed this year. At a higher operat- 
ing rate results would be even 
better. On a current price of a- 
round 95, the common stock is sel- 
ling at 11.9 times estimated 1959 
earnings. 

This higher P/E ratio reflects 
the changed status of Big Steel in 
the minds of investors, mainly as 
a result of 1958’s fine perform- 
ance. Not only did the company 
operate profitably at rates which 
several years ago would have 
seemed disastrous, (earning $1.25 
per share in the second quarter 
while operating at 53% of ca- 
pacity) but the dividend was 
earned with margin to spare. 
Currently the common yields only 
3.2%, but in view of U.S. Steel’s 
strong financial position, an in- 
crease in the $0.75 quarterly divi- 
dend remains a possibility. A stock 
split may very well be forth- 
coming. The company has for 
many years been proud of the 
broad base of ownership its stock 
enjoys and a 2 or 3 for 1 split 
would help insure continuing wide 
participation. 


is to prevent 
dislocations and 
economic problems, already 
And it 


icies 
troll 
are ¢ 


U.S. Steel has given amp 
evidence of its strong finance; 
position. The $4 billion mode 
nization program to which refe 
ence was made earlier was filan 
ed internally with the exceptig 
of $699 million which wa: » 
ceived from the sale of debe 
tures. It is interesting to note thd 
this total capital expenditur?2 x 
presents more than $65 per s ian 
As of Septemver 30, 1958, $74 Pass 
million was authorized for cqgment 
pital expenditures of which somgcoun 
$530 million was in reserve. @—@P 

Note must be made of the Coy 199: 
poration’s pension fund dlag Cé 
Contributions to tle fund arc cag port 
ried as employment costs, and ggthro 
though no payments to the ‘unj™ggion 
were made in the first thr@endi 
quarters of 1958, payments ia Mic! 
now been resumed. Earnings lagfits | 
year would have been reduce | \its 
$0.86 per share had payn enggthre 
been made at the 1957 rate. Adfof | 
sets currently held in the ‘ujjthe 
are believed to be more than ad@wit 
quate to meet presently accr .ing§diff 
pension costs as well as to pelfits 5 
full pensions to all those nog§121, 
entitled te receive them. tione 
coa! 
spect 

The lIcenger term outlook fa. \\ 
this industrial giant is goog tore 
While the steel industry wil! nggbus 
doubt continue to be somewhag hig! 
cyclical, reflecting cross current that 
in the economy, longer rangmreve 
studies point to continued growt 
in the coming decade. There | 
no denying the important ro Tl 
steel plays on our national scene 
and U.S. Steel’s research facilitie 
in Pennsylvania are devoted t 
both fundamental scientific stw 
dies and applied research. Wit 
a diversified product mix, iW 
creased capacity, a strong an 
able management, and efficien 
operations. Big Steel should con 
tinue to lead the industry into the 
most prcfitable period of its his 
tory. 


Cheseapeake & Ohio 
Leading in the East 
By Winston K. Frederick 
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Chesapeake & Ohio Railway hn’ 
today the seventh largest rail 
way system, apparently has re 
covered from the recession, and i 
now appears headed for highel 
operating results in 1959-1960 
With better business now prevail 
ing, together with Company }0! 
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icies of sound expansion and con- 
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fuaal trolled costs, the shares of C&O 
yn modemare a worth-while holding for an 
lich refer investment portfolio. 





Bituminous coal and coke con- 
tributed about 50° of total 1958 
revennes compared to 57% the 
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of debempyear before. Merchandise han- 
: note thadiing (iron, steel, auto parts) 
ditur> pagrose (0 42% of total volume from 





30% in 1957. Other revenues and 
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958, s7ympasse ger business, a minor seg- 
1 for cagment of C&O’s total business, ac- 







hich sopmcoun' -d for the remaining 8%, 
rve. —ap' roximately the same as the 
f the Comp 1957 ‘igure. 





Cé)’s lines extend from the 
port »f Newport News, Virginia, 
thro gh the Pocahontas coal re- 
gion of West Virginia up to and 
at the shores of Lake 
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rst thramendi g 
ents iavMic! gan. Here the Company, via 





its t »et of trainferries, connects 
its ail lines with railroads at 
thre ports on the western shore 
of I ake Michigan, leading to al! 
the vorthwest. C&O also connects 
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than ad@fwit' more than 50 railroads at 37 
accr 1im@diff rent interchange points on 
iS to paifits systems. In 1958, C&O moved 
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121,°- or 50 million tons of na- 
Stional production of bituminous 
coa! on its lines,—a highly re- 












ad spectable figure. 

look fi With higher production of coal 

is goog foreseen in 1959, plus renewed 
wil! pgbusiness confidence, leading to 





higher freight business, we feel 
that C&O should show higher 
revenues and earnings in 1959. 
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1 growt! 
There ji Bituminous Coal Outlook 
SS cea The bituminous coa! industry 
facilities 2PPears to have turned around 
vated % from the dismal first half of last 
‘ifie stu Year. The year’s production in 
h. Wit 1958 will probably amount to 400 
nix. im raillion tons off from the 490 mil- 
ng and lion tons recorded in 1957. 
efficies Now that the recovery seems 
uld con Well on its way, what lies ahead 
into thay /or the industry? 
its hia First, coal inventories are 
considerably lower than a year 
ago. The 7 million tons domestic 
hio coal on hand now is 7.5% lower 
than the comparable period of 
ist § 1957. With coal stocks substan- 
ick tially liquidated, consumers have 
already started replenishment 
2 ailwariy PPOerams ; thus, increasing rail- 
st rail Wa) freight revenues. © 
hes @ > Second, use of bituminous 
1. and ig 02! is rapidly expanding and im- 
highe provements are continuing in 
59-19¢0m Present markets. Utilities are of 
prevail vita! importance to the coal in- 





dus ry since they are the biggest 
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users. In many areas of the coun- 
try, coal is the preferred fuel due 
to lower cost to the consumer. 
With electrical generating capac- 
ity expected to double in 1965 and 
triple by 1970-1975, increased de- 
mand for this fuel is assured. The 
steel industry is also a large pur- 
chaser of coal and coke for use 
in the preparation and constitu- 
ents of steel. Top officials of the 
leading steel producing compa- 
nies have estimated steel produc- 
tion in 1959 will range from 105- 
115 milion tons. This will also in- 
crease the need for bituminous 
coal. The third largest user and 
increasing the fastest over the 
last few years has been the dy- 
namic chemical industrv. Con- 
sumption is expected to increase 
substantially by this industry, 
which derives many new chemi- 
cals and uses from coal. Exten- 
sive research and development 
work on producing liquid fuels 
and chemical compounds are 
presently going on by firms such 
as Union Carbide, Allied Chemi- 
cal, Consolidation Coal — among 
others. 

&Third, and maybe the most 
interesting new outlet for con- 
sumption of coal has been exvort- 
ing coal to Europe. In 1958, busi- 
ness and seasonal conditions in 
Western Europe kept foreien de- 
mand for coal low. While the 
future outlook for increased ex- 
porting of coal looks bright. 1959 
does not promise to be a banner 
vear. Unsettled political, econom- 
ic, (frane devaluation, etc.). and 
unemployment problems face 
Western Europe todav. The Rhur 
district. unable to supplv all Eur- 
ope with its coal reauirements, 
usually has turned to the U. S. to 
fulfill its needs, but present'v has 
a high inventorv position. These 
conditions could change rapidly 
with any kind of a foreign indus- 
tria! spurt, but the feeling here is 
for only moderate growth over 
the next few years. 

Based on present consumers 
and growth potentials. carriers of 
bituminous coal should benefit in 
the months ahead. C&O, carrier 
of an above average ratio of bitu- 
minous coal, commands a quite 
favorable position in this growth 
picture. 


Management and Modernization 


The Company, incorporated in 
1878, having corporate predeces- 
sor companies dating back to 












1785 and headed by George 
Washington, has followed a path 
of sound expansion with compar- 
atively small stock dilution. The 
largest merger, effective in 1947 
with the Pere Marquette Railway, 
has also been the most favorable 
one to date. 

The able and efficient manage- 
ment has put major emphasis on 
the rigid recruitment and devel- 
opment of employees to a point 
where they are acknowledged as 
the most efficient in the railroad 
industry. The Company has un- 
dertaken laborious programs of 
cost cutting methods. C&O was 
the first railway to install an 
electronic computer (Univac) to 
do much of the complex paper 
work. The rental fee of $30,000 
monthly is termed conservative in 
comparison to the savings afiord- 
ed the Company. 

Considerable industrial expan- 
sion in areas served by the C&O 
has occurred in the last few 
years, mainly due to the advertis- 
ing programs of management. In 
1958, ninety new plants chose lo- 
cations in C&O territory, expect- 
ed to produce $4 million in addi- 
tional annual revenues. 

Other improvements include a 
$7 million mechanical shiploader 
at the Presque Isle docks in To- 
ledo. This new facility is expected 
to increase handling capacity in 
the Toledo area by 40%. Elec- 


tronic traffic direction systems 
were added to many of C&O’s 
main lines. Five hundred new 


coal and merchandise cars (many 
manufactured by C&O) were 
added in 1959. Just recently the 
Company announced it was enter- 
ing the piggyback (flatcars carry- 
ing over-the-road truck trailers) 
freight business. 

Capital expenditures last year 
were about $21 million compared 
with $88 million in 1957. The 
Company has spent more than 
$700 million for additions, im- 
provements and _ dieselization 
since 1945, illustrating manage- 
ment’s views on consistent im- 
provements and modernization. 


Bright Picture Ahead? 


The financial condition of the 
Company has not changed mate- 
rially in 1958, according to man- 
agement. Working capital has in- 
creased to about $55 million at 
the year’s close, compared with 
$44 million a year before. The 
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higher net working capital figure 
was produced by the lower capital 
expenditure appropriation. Capi- 
tal expenditure in 1959 should be 
similar to the $21 million sum 
spent last year. 

Total operating revenues in 
1958 just concluded were $356 
million — down 18% from the 
$432 million shown in 1957. Net 
income of $52 million or $6.36 per 
share was also off from the $68 
million net or $8.36 obtained in 
record 1957. Dividend policy of 
$4 annually is adequately covered 
and affords the investor a good 
return. 

In earning $6.36 per share for 
last year, C&O did right well for 
itself in the final quarter just con- 
cluded. In the fourth quarter, rev- 
enues rose to $96 million with 
earnings of $2.20 per share. 
These figures represent 1214% 
and 100% increases respectively, 
over the first quarter results. 
Should these results continue and 
we see no reason for failure 
to do so, earnings should approx- 
imate $8.50 per share in 1959 on 
revenues of about $430 million. 

END 





Companies Where New 
Management Policies Are 
Revitalizing Opperations 





(Continued from page 529) 


Other small companies were ab- 
sorbed to place still greater em- 
phasis on non-railroad lines. 

Acquisition of Melpar, Inc., 
put Westinghouse into the mili- 
tary field, and this division, en- 
gaged in research and develop- 
ment of electronic equipment for 
missile projects, has been sub- 
stantially enlarged. It holds pro- 
spect of encouraging growth. 
Disposal of unprofitable proper- 
ties last year resulted in a non- 
recurring handicap on earnings. 
Thus the outlook for this year 
has improved with a brisk re- 
covery in demand for railroad 
equipment and more satisfactory 
margins in other lines. Net pro- 
fit is expected to rebound from 
an estimated $2.05 a share for 
1958, which compared with $2.89 
for 1957. The $1.20 annual divi- 
dend is well protected. 

Research in electronics, designed 
to provide more satisfactory ser- 
vice and to reduce manpower re- 
quirements accounted in large 
measure for Western Union Com- 
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pany’s comeback from a dismal 
performance immediately after 
the war. Labor had represented 
far too large a percentage of 
operating costs, especially in an 
inflationary economy causing re- 
current wage increases. With the 
benefit of modernized and efficient 
communications facilities, en- 
couraging progress has been 
made in recent years. Rate in- 
creases needed to counteract ef- 
fects of repeated wage hikes have 
helped reverse the disappointing 
earnings trend. Net profit on the 
common stock has fallen to $1.87 
a share for 1958 from $2.03 for 
1957, but a turn for the _ bet- 
ter has been experienced lately 
and earnings this year may climb 
to the best level since the 1953 
showing of $2.91 a share. Divi- 
dends have been placed on an 
annual basis of $1.20 a share. 

Intensification of the search for 
nuclear weapons has changed the 
outlook and manufacturing pro- 
grams of many aircraft compa- 
nies. The effect of progress in 
space research is well illustrated 
in the case of the McDonnell Air- 
craft Corporation, which recently 
was selected by the National 
Aeronautics & Space Administra- 
tion to design, develop and build 
a manned space capsule. It is es- 
timated that the project may re- 
quire several years and may in- 
volve expenditures exceeding $15 
million. The company has been 
awarded contracts by the Air 
Force for its F101B Voodoo twin- 
jet fighter, while the Navy has 
ordered more than a score of all- 
weather attack fighters costing 
about $7.5 million each. 

Sales have developed an en- 
couraging uptrend. Volume for 
fiscal 1958 ended June 30 in- 
creased 32 per cent over the 1957 
figure, and indications point to 
another new high record for fis- 
cal 1959. Backlog of orders is es- 
timated to have increased sub- 
stantially over the $505.7 million 
at the June 30 fiscal year end. 
Earnings have been improving 
almost steadily, having reached 
$6.34 a share for 1957 and $6.33 
for 1958. Shipments have in- 
creased more than five-fold in 
little more than six years since 
the Korean conflict. Dividends 
are being paid currently at $1 a 
share annually. 

Because of active federal and 
state regulation of public utilties, 
managements in this sector of 
business have less jatitude in 
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promoting new ideas and in sti. 
mulating sales volume. Never. 
theless, most utilities have take 
impressive steps forward if 
modernizing operations. As a cayj} The | 
in point, it is interesting to not!9 in in 
how the Cleveland Electric Illumina. >  W. 
ing Company has endeavored ti!) ment 


com] 
was 
30% 
expo 






hold down fuel costs. Extensivi) ernm 
research is conducted in an effort) some 
to improve operating efficienc§ strai: 
even though benefits of saving} pects 


accrue to customers rather ‘han§ from 
to the company and its s’‘ock§ thou; 
holders, for regulatory aut iori.9 since 
ties are loath to permit pv ofits) are s 
to rise significantly. ties. 
The company co-operated with} indu 
the Consolidation Coal Company § and 
in construction of a coal pip ‘line one-!' 
from southern Ohio coal f eldjj cow 
to the Cleveland East lake p ant and 
This new type of transporta ion as 0 
offering substantial econoriie) 
floats coal over a route of 10) 
miles to the power plant, whee i 
is dried for use in furnaces I Ind 
is designed to move more ‘hap plan. 
1.2 million tons annually, o* agcoul: 
bout 40% of the utility system sg Seccn 
fuel requirements. Such resource !patec 
fulness tends to hold down clefjmated 
tric rates and encourage increas} The s 
ed consumption, all contributing} 2ggra 
to more satisfactory results forexpor' 
stockholders. Earnings providggsion | 
an adequate coverage for thgwere 
=N 
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Major U.S. Markets Abroad 1957). 
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; : high, | 
(Continued from page 526) Qeced ; 

is reluctant to use deficit spend act 
ing as an economic stimulant wed ~ 






However, credit has been easeqj™ 
to encourage private investment What 

The outlook this year is for § forced 
gradual pick-up in the economy's 
but imports from the U.S. wilgPY ™a 
lag. ns. 
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Japan 






Japan’s economy is once mort 
on a solid footing with almost a! 










major indicators showing subj 

stantial recovery. Last year@Sting 

worldwide slump caught Japanes r a 
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industry in a period of over-ex 







pansion and excess inventories 4 Stee! n 
a result of the 1956-57 expo oa the 
léve a 


boom. Drastic retrenchment mea 
sures were necessary to cut bac 
imports and thus stop the los 
of foreign exchange. The tigh 
money policy also helped to cu 
costs and keep export prices @ 
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| in stil competitive levels. Thus Japan 
Never was able to reduce imports by 
e take 30% last year while maintaining 





ard jy exports at a near record volume. 
s a cay) The result was a welcome increase 
to noti§ in international reserves. 





lumina) With Japan’s balance of pay- 
ored t)} ments now in good shape, the gov- 
ctelisivia ernment has been able to relax 


n effor]§ some of the earlier economic re- 
ficiency|% straints. There are good pros- 
Saving\) pects for a pick-up in imports 
er ‘han§ from “he United States this year, 





s’ock.!§ thoug 1 the increase will be small 
1ut iori-§ since many of Japan’s customers 
p! ofits? are sill having payments difficul- 

i ties. Jur sales to Japan — chiefly 

ed with§indu-trial materials, foodstuffs, 
om»an.gand machinery — dropped by 
pip ‘ling one-third in 1958. Japan is this 
1 felamcoun ry’s best market in Asia 


e p antMand 't is tied with Great Britain 
rta ions as ovr second best customer. 
nor ries 

of 108 India 
whe ve | 

ices. I India has found that its state 
re thamplaniers bit off more than they 
ror sf coullt chew with the ambitious 
ystems fgSeccnd Five Year Plan. Antic- 


ssourcee ipated revenues were over-esti- 









vn clegemated, costs were under-stated. 
increas}; [he shortfall has been further 
“ibutingeggravated by declining prices for 
ilts foweexport commodities and a succes- 
providgsion of poor havests. Exports 
for thmwere down 10% last year and 


although imports were cut back 
25% a trade deficit of $400 mil- 
lion remained (vs.$800 million in 


road §1957). 
____§ Nevertheless, the stakes are 
high, and that India should suc- 
26 ceed in its prodigious effort is 
sp n@gvitally important to the Free 
mula World. India is attempting by 
» enue democratic means to accomplish 
stment] what China is _doing through 
; for @orced industrialization. The re- 
-onomil sults are being keenly watched 
‘Ss. wil by many newly independent na- 


tions. 
E Thus far massive foreign aid 
shas made up the gap in India’s 
balance of payments, and more 
“e moras promised this year from the 
most algUnited States and other coun- 
1 subglties. Even so, production of ex- 
vear@sting industry has been slowed 
apanes#y import shortages. Hopes are 
yver-exgnat the 3-million ton addition to 
ories agpee! making capacity scheduled 
exporgor the next two years will re- 
nt meagleve a major bottleneck. In view 
ut bac! increased U.S. credits, our 
the los#eXports to India should rise mod- 
e tigh#erately this year. Other than sur- 
| to cugplus crop sales, principal export 
rices a’ems are semi-finished metal 
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manufactures, machinery, vehi- 


cles, and chemicals. 
Philippines 


The Philippines has entered 
1959 with mixed prospects. A- 
mong the favorable factors are 
signs of a bumper rice harvest 
this year; good foreign demand 
and price levels for coconut prod- 
ucts, the principal agricultural 
export; an improved outlook for 
copper, the leading mineral; and 
a 1958 trade deficit less than half 
that of the previous year. On the 
other hand, the nation’s foreign 
exchange reserves have dropped 
below the minimum working level, 
the government is having trouble 
meeting domestic obligations, and 
industrial production has been 
stymied by lack of import alloca- 
tions. 

A primary cause of these dif- 
ficulties has been past over-em- 
phasis on industrialization at the 
expense of export production. An- 
other factor has been the govern- 
ment’s inability to hold the line 
on periodic retrenchment pro- 
grams. Deficit financed public 
works have a powerful appeal to 
Filipino politicos, and the cur- 
rent proposal to increase the 
number of congressmen will cer- 
tainly not promote economy. 

Philippine-American relations 
are currently under strain, but 
this is probably the prelude to 
announcement of a new U.S. aid 
program. As far as the trade out- 
look is concerned, the United 
States is gradually losing its 
favored position as supplier of 
the Philippine market. Under 
previous agreement, the Philip- 
pine tariff on U.S. goods jumped 
from 25% to 50% of the normal 
schedule at the beginning of this 
year. U.S. exports cover a wide 
range, including foodstuffs, indus- 
trial materials, consumer goods, 
and capital equipment. END 
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quality tobaccos rather than fil- 
ters. In this connection, it must 
be pointed out that the use of the 
reconstituted tobacco which is the 
process of converting leaf stems 
and other waste tobacco into us- 
able tobacco may serve to increase 
profit margins of cigarette com- 
panies. Profit margins, however, 





improved generally for the indus- 
try over the past five years due to 
a higher overall price structure. 


Mentholated Gains 


Another trend which served to 
bolster the filter market in 1958 
was the rising popularity of the 
mentholated filter tip. Lorillard’s 
Newport starting from a low base 
showed a year to year gain of 
189°%, R. J. Reynold’s Salem show- 
ed a gain of 60% for the year, 
Liggett & Myers’ Oasis was up 56°. 
On the other hand, sales of Phil- 
lip Morris’ mentholated Spuds 
lost 33% but undoubtedly due to 
Philip Morris’ promotional neg- 
lect to concentrate its efforts on 
its two leading brands, Marlboro 
and Parliaments. 


Cigarettes Sales Position 


The five leading publicly owned 
cigarette companies turn out 
around 90 of the total cigarettes 
produced in this country. Ameri- 
can Tobacco with a little over $1.1 
billion sales has relinquished its 
spot as the number one manufac- 
turer to R. J. Reynolds, but the 
discrepancy will not be very 


great. American accounts for 
around 28% of total U. S. sales 


and about 70°: of the king size 
with top selling king sized Pall 
Mall. During the past year Pall 
Mall increased its percentage of 
the market by 6.4°° in compari- 
son to its nearest rival R. J. Rey- 
nolds’ Winston’s 5% gain. Regu- 
lar non-filter Lucky Strike slipped 
20%, although still maintaining 
its position as the second largest 
selling regular sized cigarette. 

In June of last year American 
Tobacco added a new cellulose hi- 
fi filter to its Hit Parade, the 
successful launching of which 
persuaded the company to intro- 
duce its dual filter activated char- 
coal tip Tareyton two months la- 
ter. Promotion of these two new 
high-fi brands served to bolster 
the sales for the last half of the 
year making a probability that 
overall 1958 volume will exceed 
1957. Because of price increases, 
per share profits for the first six 
months of last year improved 
over the comparable period in 
1957, $3.92 versus $3.34 despite a 
1.7% decrease in sales. On the 
contrary, third quarter profits 
were off despite a modest sales in- 
crease because of heavy promo- 
tional outlays. Full year earnings 
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for 1958 may approximate the 
previous year’s $8.28 per share, 
but some improvement may be 
looked for in 1959. At its recent 
price of around 104, yield on the 
indicated $5.00 dividend is 4.9% 
with some possibility of an in- 
crease in 1959, should the earn- 
ings picture improve. Now sell- 
ing over par, American Tobacco 
is considered a good candidate 
for a split later in the year. 
Liggett & Myers, the third larg- 
est company in the field, regis- 
tered a 5.2% decrease in sales for 
the first nine months of last year, 
and full year volume failed to 
equal 1959’s $570 million. Most 
of the drop off occurred in the 
first six months of last year at 
the acme of popularity of the hi-fi 
filter. Chesterfield, especially the 
regular sized, slipped, making a 
total decrease for regular and 
king-sized Chesterfie!lds combined 
of around 10% for the year. Fil- 
ter tip L & M also slipped slight- 
ly, perhaps showing a 1% loss for 
the year. Oasis, Liggett & Myers’ 
entrant in the mentholated field is 
doing exceedingly well having 
gain in sales 


registered a 56% 
last vear over 1957. 
While sales have made no rela- 
tive progress industrywise and 
profits are lower than results in 


its 1948-1950 peak years, earn- 
ings are nevertheless adequate for 
ample coverage of its $5.00 divi- 
dend. In 1957 Liggett & Myers 
netted $6.85 per share. For all of 
1958 company net rose to $7.60 
per share because of price in- 
creases early last year. 1959 
earnings should equal 1958. Com- 
pany is watching the _ hi-filter 
race, and may at some future date 
field one of their own entrants if 
it seems adviseable. The 5.5% div- 
idend based on the recent price of 
the common stock of around 91 a 
share offers an attractive return. 

Phil'p Morris, is one of the more 
alert and aggressive of the cigar- 
ette companies. Last year’s sales 
may show a gain of around 20% 
over 1957, from $408 million to 
around $440 million, which is sec- 
ond only to the extraordinary 
showing of P. Lorillard. The 
principal reason for the gain was 
its concentration of promotional 
and sales effort on its most recent 
entrant into the high filtration 
field, the recessed filter Parlia- 
ments. Philip Morris a!so pushed 
its other filter tip, Marlboro with 
resulting sales increase of around 
7, ut its regular and king sized 
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Philip Morris suffered a 20% 
drop in sales and its mentholated 
Spud a 33% drop. Premium 
priced Benson & Hedges (form- 
erly called Parliaments) also suf- 
fered a substantial decline be- 
cause of the weight of the popular 
priced competition in the filter 
line. Philip Morris has been one 
of the leaders in the packaging 
field, and was first to feature its 
Marlboro in a flip-tip box, which 
now seeming to be waning in 
popularity. Starting last June, 
Marlboro was also made available 
in the regular flexible soft-pack. 

Philip Morris was the first of 
the cigarette companies to seek 
diversification. In mid-1957 Phil- 
ip Morris acquired Milprint, man- 
ufacturers of a general line of 
flexible packaging. Packaging has 
proved to have had an excellent 
growth, and it is thought that 
Milprint might contribute $75 to 
$100 million of sales in 1959 and 
perhaps add as much as $1.00 to 
per share earnings. Profits were 
restricted in the first quarter of 
the year because of high introduc- 
tory expenses on its Parliament 
brand. Philip Morris earnings in 
1958 rose to $4.90 per share with 
expectancy of around $5.25 to 
$5.50 for 1959. Common stock 
seems fairly priced at its recent 
market of around 63. 

Lorillard climbed from a poor 
fifth place among the publicly 
owned American companies in 
1956 and is now running close be- 
hind third place Liggett & Myers. 
Estimated 1958 sales of $480 mil- 
lion are almost 214 times 1956’s 
$200 million. Granted Lorillard 
rode to popularity on the strength 
of the Reader’s Digest boost for 
its hi-fi Kent, Lorillard is, never- 
theless, entitled to full credit for 
having the merchandising and 
promotional know how to sustain 
the impetus of this fortuitous as- 
sistance. Kent is second on the 
filter popularity scale to Reynolds’ 
top selling Winston. Kent’s sales 
gain in 1958 was 139°% while 
Newport, Lorillard’s entry into 
the mentholated field, rose 189%, 
starting, of course, from a low 
base. Old Golds which picked up 
in 1957 on the crest of Kent 
coupled with a relatively favor- 
able Reader’s Digest rating slip- 
ped badly last year. Combined 
sale of all Old Golds, regular, 
king-sized and filters slipped 17. 
To further bolster sales in 1959, 
Lorillard is just beginning the 
test-marketing of 20 cork-tipped 


cigarette-sized cigars in a flip to 
box at a price of 35¢. 

Capital requirements for cop 
struction of additional productio 
capacity and inventory require 
ments necessitated financing las 


year in the form of the sale 


around 364,000 additional share 
of common. Allowing for this & 
lution which amounted to ar >unj 
15% on 1957 capitalization, ear) 
ings for 1958 should approxi naj 
$8.00 per share. Although it j 
probable that the sales growt 
curve will flatten in 1959, car 
ings may continue to show .on 
improvement because of wide ning 
profit margins. If 1959 per shar 
earnings reach $9, the rate th 
company has maintained fo) th 
past six months, Lorillard om 
mon might well sell in the 9k 
particularly if better earning 
rates are acompanied by a fu 
ther liberalization of dividend 
Since management has indicate 
it would not be adverse to a spli 
once the stock approached the 1 
level, the realization would sery 
as a kicker to carry the stock sti 
higher. With this potential pl 


the fact that the stock offers a 


attractive 4.8% yield at its 
cent price of around 83, Lori la 
would appear to be an interestin 
commitment. The company hi 
just proposed a 2 for 1 split sul 
ject to stockholder approval. 
Reynolds Tobacco’s sales wel 
7.6% ahead for the first nin 
months of 1958, and with esti 
mated annual sale of better tha 
1.1 billion for the year, Reynolé 
is the number one cigarette com 


pany of the nation. Furthermordl 


Reynolds has the leading brand! 
each of the three main categorie 
Camels being the number one reg 
ular, Winston the number one fi 
ter tip and Salem the number o 
mentholated cigarette. Reynol 
has not felt the necessity of enter 
ing the hi-fi market, its sales em 
phasis being on flavor rather tha 
the absence of supposedly harm 
ful ingredients. As the leading 
merchant in the field, there is n 
question of its launching a hi- 
filter if it thought its sale orga’ 
ization required this added item 
Particularly remarkable is_ it 
1958 record with Camels. Whil 
regular-size straights for the in 
dustry as a whole fell off 5.5‘ 
Camels sales were less than 1° 
below the year previous. Ear 
ings for 1958 will be arou 
(Continued on page 558) 


THE MAGAZINE OF WALL 





STREE 


Proj 
Toke 
Indu 
broc 
Sup; 
Ch 
Stoci 
fron 
Tech 
datu 
ties 
Telec 
wire 
Was! 
tatio: 
lative 
Wee! 


happ 
ness 


e ou 
panin z « 
our ch 
c) ipti on 

e ib 


EBRU, 





a flip to 


for con 
‘oductia 











Profits Continue to Mount 








































reqilires * 
=a On F iR dat 
ne n rorecas ecommendations 
al share 
r this di 
a: ol g ious advertisement we called attention to th 
on, cary SOUND PROGRAM n our previous advertisement we called a ention to e 
roxi nats substantial profits on the stocks in our open position. Our 
gh it i FOR 1959 latest monthly audit shows that these gains have continued 
growtl te mount for our subscribers. 
5¢ ant ‘ . 
wed a A FULLY ROUNDED SERVICE —Since mid-December our Reynolds Tobacco has soared 
; "7 : . 12! ints and is now 100 compared with our buyin 
widening] For Protection— Income—Profit = ye 5 ° one 
o> all price of 55%. 
pide Ming ti as dais oe a —Our American Tobacco has added 10' points more to 
1 for them] det site . . .more devoted to your interests hit a peak of 105 contrasted with our purchase price 
: : the The Forecast. It will bring you weekly: of 77%. 
‘th 1 Th: e Investment Programs to meet your . . — r 
the 909%) va: ous aims . . . with definite odvices of what —Southern Pacific which we recommended last June at 
earl r. cn when to buy and when to sell. 44 is now 683, and Denver & Rio Grande Western, re- 
vy a fu p % ie 60% — a ce 
» teil, Provram 1—Top grade stocks for security ond commended then at 393,, is 605, — both having recently 
Nic . assured income with excellent ap- pushed to new highs. 
iInaicate preciation potentials. . y 
o wi : : _eagee In the list of our 18 current Forecast stocks there are 
tO a 3p Program 2 — Special dynamic situations for sub- . . ° _ " 
1 the 1 stantial capital gains with large other leaders including International Telephone & Tele- 
ild seri dividend payments. graph which we have been holding for sometime, since re- 
tock sti Ps gram 3 — Sound stocks in medium and lower- commending it at 18! » —and which hit a new higsh of 6532 
tial plu aged may ate pcg ogee following the announcement of the proposed 2-for-1 stock 
" “ r ub- .» H 
offers a stantial gains. split. 
t its ra ; 
Lori lan Projects the Market .. . Advises What Action to JOIN IN OUR NEW PROGRAM — LOOKING TO 1959 
Lore % Toke . .. Presents and interprets movements by 
ap amar 4 -s leading groups comprising our By enrolling now you will receive the names of all our 
‘plit be “ a ent - oe : aed new and coming recommendations. Once you buy them you 
4 Sul pply- n arometer . . . plus Pertinent - aw — ity ; . 1e a] « ris , 
aa Ghote Gutdinn cor 959 Genes Stach tetee will have the security of knowing that we will advise you 
von a 100 High-Priced Stocks . . . 100 Low-Priced from week to week in our bulletins just how long each stock 
€S WEN) Stocks; also Dow-Jones Industrials and Rails should be retained—when to take profits and where and 
rst 1M) from 1950 to date. when to reinvest 
‘ith esti Technical Market Interpretation . . . up-to-date 
ter thai) dete, earnings and dividend records on securi- This supervision is provided for every Forecast bulletin 
Reynok “m4 gece sgr same . , , recommendation so you will never be in doubt concerning 
. . elegraphic Service .. . you desire we wi , siti 
vei | wire you our buying and selling advices. your position. 
ene a eee eee Sean interpre- Mail your enrollment today with a list of your holdings 
Ja cha i] 74 3 . . . 
———<-- FOREN ane Sage (12 at a time). Our staff will analyze them and advise you 
one reg Weekly Business Review and Forecast of vital promptly which to retain—which are overpriced or vulner- 
r one fill, happenings as they govern the outlook for busi- able. By selling your least attractive issues you can release 
mber oll ond individual industries. funds to purchase our new selections and coming opportuni- 
Reynold ties as we point them out to subscribers. 
of ente! 
sales em : 
her tha ‘ai oupon SPECIAL OFFER—Includes one month extra FREE SERVICE . 
Bas, Moc ‘ 
ly harn os THE INVESMENT AND BUSINESS FORECAST ' 
leading Y of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. ; 
ere 1S ll ae ’ — : — ' 
a I enclose [] $75 for 6 months’ subscription: [) $125 for a year’s subscription H 
ga ik SPECIAL OFFER (Service to start at once but date as officially beginning ' 
le orga’ one month from the day you receive my payment.) ; 
led item MONTHS’ $75 SPECIAL MAIL SERVICE ON BULLETINS ; 
> is it SERVICE Air Mail: [) $1.00 six months; [) $2.00 (0 Telegraph me collect your Forecast rec- ' 
4 one year in U. S. and Canada. ommendations . . . When to buy and ‘ 
Ss. Whi MONTHS’ $125 resis. Delivery: (©) $7.80 six months: when to sell . . . when to expand or con- ‘ 
. a - 15.60 one year. tract my position. ‘ 
r the in SERVICE ; 
iF 505° Name : 
than 1°] °mplete service will start at Address ' 
. E e (ut date as officially be- City ' 
-_ (Tljinninz one month from the day State : 
/ arou ae check is received. Sub- Your subscription shall not be assigned at List up to 12 of your securities for our : 
558) criptions to The Forecast are any time without your consent. initial analytical and advisory report. 














duc’ible for tax purposes. 





L STREM@tsryuary 14, 1959 









$7.50 per share after last year’s 
change in accounting procedure 
from Lifo to a lower of cost or 
market basis on inventory. Earn- 
ings without the adjustment 
might have been around $9 per 
share. Selling at 11 times a more 
realistic approximation of earn- 
ings, R. J. Reynolds seems t» rep- 
resent excellent value in view of 
its excellent record over the past 
ten years. Dividend was increased 
last year from a 75¢ to a $1.60 
quarterly basis, and there is no 
reason in view of Reynolds ex- 
cellent cash position, that the 
dividend will not be further liber- 
alized some time in the course of 
the year, unless company wants 
to conserve cash for some acqii- 
sition. Directors recent!y approv- 
ed a 2 for 1 split to be voted on 
by stockholders at the next meet- 
ing. 


Cigars and Snuff 


The cigar business also wit- 
nessed an excellent year despite 
the traditional theory that cigar 
sales slip in a recession economy. 
The cigar business, however, has 
a different character from what 
it had vears ago in that it is now 
concentrated in the hands of a 
few strongly entrenched, well fi- 
nanced companies who are in a 
position to merchandise cigars 
according to modern promotional 
methods. Furthermore, the intro- 
duction of the homogenized leaf 
permits the mechanization of 
manufacture in addition to bol- 
stering profit margins. 

Even the snuff business seems 
to hold its own although the 
growth is less than the gain in 
population. 

Bayuk is the third largest of the 
major publicly owned cigar com- 
panies, accounting for around 
15% of total cigar volume. How- 
ever, since its particular concen- 
tration is in low and inedium 
priced cigars, the conipany’s unit 
volume may be the lay gest in the 
industry. Greatly expanded ad- 
vertising and promotional outlays 
should ultimately lead to Bavuk’s 
capturing an increasingly larger 
prorortion of the market. 

At recent price of 29, stock 
sells at around 20-21 times esti- 
mated 1958 earnings of around 
$1.40 per share. Yield is 3.4% on 
the regular 25 cent quarterly 
dividend. The stock seenis like an 
attractive holding based on a con- 
tinuing uptrend in cigar sales 
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with increasing profit margins in 
the future. 

General Cigar, recent prvice 72, 
just received stockholders vote of 
approval on the proposed 3 for 1 
split and raised the dividend to a 
regular 60 cent quarterly basis 
(20 cents quarterly on the new 
stock) from the previous 50 cent 
quarterly basis. General Cigar is 
a large domestic cigar manufac- 
turer and company experienced an 
8-10°% sales rise in the year 1958 
with some betterment expected in 
1959. Profit picture was restricted 
last year by heavy advertising 
costs, but profit margins should 
improve with further mechaniza- 
tion of manufacture rendered 
feasible by the Homogenized leaf 
which was first developed by Gen- 
eral Cigar with other companies 
using the process as General’s 
licensee. With 1958 net earnings 
of around $6.00 per share, even 
the present payout of $2.40 is 
low, mainly because the company 
is closely held by management 
who is not concerned about aug- 
menting its income. The stock is 
controlled through the 56% own- 
ership by the Bush Terminal. The 
stock offers attractive possibili- 
ties with limited downside risk. 

Consolidated Cigar is the na- 
tion’s leading manufacturer of ci- 
gars. Sales have almost doubled 
in the last ten years rising from 
$41 million in 1948 to an estimated 
$80 million in 1958. Its area of 
concentration is in the ten cent to 
three for 50¢ price range. Dutch 
Masters, El] Producto, Harvester, 
Muriel are some of its leading 
brands. 

Estimated earnings for 1958 
are around $4.60 per share with 
around $5.00 looked for in 1959. 
At its recent price of 48, selling 
around 10 to 11 times anticipated 
1958 earnings stock appears reas- 
onable, and the 4.6% yield offered 
by the indicated $2.20 dividend 
makes the stock attractive for in- 
come. 

American Snuff — To those un- 
acquainted with users of snuff, 
it might seem that snuff manufac- 
turers are in the same boat as 
manufacturers of the old fash- 
ioned ice box, but actually there 
is a large demand for snuff par- 
ticularly among workers in for- 
estry, the petroleum industry and 
in some types of mining and man- 
ufacturing where smoking pre- 
sents a fire hazard. Specifically, 
snuff sales increased around 2% 
over 1957 year. American Snuff 
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is the second largest of the sny 
producers. In an attempt to diver 
sify from its basic business whic 
lacks growth, American Sn 
recently entered the insecticid) 
business with three differe 
types of substances for eliming 
tion and control of insects. 49 
recent price of 60, America 

Snuff is reasonably priced on th 
basis of $5.00 earnings wih # 
5% yield. Further diversific:tin® 
lends growth possibilities for tl 
future. 

G. W. Helme is the nation’s thi 
snuff manufacturer with a1 tic 
pated sales for 1958 of aroun 
$16 million. G. W. Helme’s divers 
ification efforts have taken it int] 
the bakery business with the ac 
quisition of Bachman Bakvcria 
and its affiliate the Berkshire Bi 
cuit Company, in January of 195) 
Although somewhat higher ha 
American Snuff on a P/E bisis 
Helme’s affords a better yield of 
its regular 40¢ quarterly divicen 
plus 10¢ extra. G. W. Helme # 
considered good value for its aij 
tractive income with appreciatia 
potential through diversificai io 

U. S. Tobacco, the nation’s nun” 
ber one producer of snuff, a 
counts for almost half of th 
country’s total output. Compang 
is also in the cigarette busines 
with Sanos as its leading brani 
and Sanos shared top billing wit! 
Kent in the various Reader’s D 
gest studies of nicotine and tz 
content of cigarettes. For a time 
it appeared Sanos might snov 
ball U. S. Tobacco into anothe 
Lorillard, but it now appears & 
though 1958’s sales of Sanos, bot! 
filter Kings and regulars will onl} 
exceed 1957’s sales by aroun® 
22%. Overall 1958 sales maj 
slightly exceed the previo 
year’s $28.2 million. U. S. Tobag 
co is also in a strong position ff 
nancially and possible diversi‘ic# 
tion into other products lend 
some future possibilities. Th 
company is presently making cury 
lers for Toni Home permanel! 
kits. With some increased pricé 
for its various products, profit 
margins should be well maintain 
ed. 1958 earnings should bette 
1957’s $1.73 per share with inj 
provement of around 10% ford 
cast for 1959. At its recent pri¢ 
of around 25, Company is sellin 
at around 13 times anticipate™ 
1959 earnings. The yield is aroun 
4.7% on the $1.20 payout. Stod 
is considered fairly priced, bil 
not undervalued. EN 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $100,000 or More!) 


4 / 

VW) os investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 

. with a host of new products, materials 
and techniques emerging. 

These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








Fun information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee . . . and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of fifty-one years of service. 


120 WALL STREET 


NEW YORK 5. N. Y- 








“So then U.S. Steel invested $770 million in us” 


An American baby is born every eight seconds—11,000 every day—4,000,000 a year. Our population will 
soon be over 200 million. And as our population grows, our production must grow. We'll need millions of 
new homes . . . new schools and hospitals . . . new highways to carry 75 million motor vehicles by 1970 
. not to mention countless appliances and conveniences that haven’t even been invented yet! 
No temporary setback can stop the growing needs of our population. That’s why United States Steel 
has gone ahead with expenditures totaling $770 million to provide more and better steels for tomorrow’s 


citizens. This is the practical way that we’ve demonstrated our faith in the future. 
USS is a registered trademark 


(iss) United States Steel 











